NEW YORK UNIVERSITY 


School of Law 


WASHINGTON SQUARE, NEW YORK, N.Y. 10003 
AREA 212 598-1212 


Faculty of Law 


October 7, 1968 


Mr. Stephen Nassau 
1910 Sunderland Place, N.W. 
Washington, D.C. 


Dear Mr. Nassau: 


On August 29 I sent the enclosed letter ,with a copy to you, 
to the ADA. I have had no reply to my question as to who Mr. 
Higgs is, and whether I can get authority to reproduce the document 
which the ADA had furnished to me entitled "Proposal For The Use 
of the Federal Bankruptcy Act to Benefit the Poor." I do want 
to reprint it for my book and I should appreciate it if you could 
help me, both with that and the question of the D.C, bankruptcy 
campaign referred to in the third paragraph of my letter. I am 
taking the liberty of burdening you because I know that the staffs 
of offices of organizations like ADA usually cannot cope with 
technical questions on programs like this. 


Cordially yours, 


neaee Kripke 
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PROJECT ON SOCIAL WELFARE LAW 


Arthur Garfield Hays Civil Liberties Program 
New York University School of Law 
46 Washington Mews, New York, N.Y. 10003 


AREA 212 598-2585 


February 13, 1968 


Mr. JullussBobsen 
300 M Street, S. W. 
Washington, D.C. 
Dear Mr. Hobson: 


Fnelosed are back copies of our Welfare Law 


Bulletin and the housing supplement. We appreciate 


your assistance in furnishing bankruptcy materials 


for our consumer supplement. 


Yours truly, 


(ald XG 


Carell. Kacz 
General Attorney 


GHk dc 
err. 


_ Digitized by the Internet Archive 
In 2024 with funding from 
Digitization funded by a generous grant from the National Endowment for the Humanities. 


https://archive.org/details/box5_bankruptcy_3 
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February 15, 1968 


Dear Mr. Hobson, 


I am one of the VISTA Volunteers who heard your talk 
last October. The one arranged by George Holland if you can't 
place it. At the time I was intrigued by your short discussion 
of strategic bankruptcy. I8m wondering if the threat of 


declaring bankruptcy can be used effectively against unscrupulous. 


merchants. Does this threat discourage finance companies from /. 


buying up these merchants' contracts? 

Whab resources are needed to successfully "bankrupt" someone? 
Do we need a lawyer? Have any Neighborhood Legal service lawyers 
been cooperative? Do many bankrupts develop a self-defeating 
dependency on this type of action? Is the allowable frequency 
for filing still oncd every seven years? Do you foresee any 
attempts to counteract this program? I've asked you these questions 
because I understand that you have successfully counselled people 
in this regard. I appreciate any information you can send along. 
We could use some self-service bankruptcy kits here if such a 
thing exists. Also I8m curious to hear about this movement 
around the country if things are stirring. 

As you can see, I know nothing about strategic bankruptcy 
now. It strikes me though that it could be our first negative 
income tax. I work with consumer fraud cases and I hope your 
tactic would be an effective threat to the large banks and 
responsible citizens who so easily support these gougers. But 
I spend most of my time working on welfare rights and here 
your strategy could be used to force larger grants. So I hope 


to hea r from you if your time permits. 


Sincerely, 


Jim Sacher 


ALS te an Street 


Chester, Pa. 19013 
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y Yale Legislative Services, Yale Law School, New Haven, Connecticut 065 20 


(203) 562-6433 


March 14, 1970 


Mr. Julius Hobson 
Washington Institute for Quality "™ducation 
Washington, D.C. 


Dear Mr. Hobson, 


Yale Legislative Services is presently studying the use 
of bankrupey proceedings as a wide-spread remedy for the 
financial problems of low-income debtors. 


Our research indicates that the organization of which 
you were the guiding spirit, Associated Community Teams, 
conducted, in 1968-69, an extensive bankrupcy project in the 
Washington metropolitan area. 


We would like, if possible, to share the benefit of your 
experience. If you have any published or unpublished program 
evaluation, or any other printed material relating to the 
project, we would be pleased if it were forwarded to the 
above address, in care of the present writer. 


Thank you for your anticipated assistance, 


Sincerely, 
me mee, 


James N. Owens 
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615 West 164 Street 
New York, N. Y. 10032 
July g, 1967 


Julius W. Hobson 
4801 Queens Chapel Terrace, N.E. 
Washington, D.C. 


Dear Mr. Hobson: 


I read in today's New York Times about your efforts to 

let the poor know how to file for bankruptcy. I runa 
small neighborhood service center in the Brooklyn ghetto, 
and would like to make this information available to those 
who come to us for help. I would appreciate it if you 
would send me whatever literature you have on the subject, 
so that I could become well-informed enough to advise 

the people in our area on how to file for bankruptcy. 


Are there any articles on the subject in the law journals? 


Any information you can givene Will be appreciated and will 
be put to good use in the area we work in. 


Enclosed is a check for $3.00 to cover any expenses for 
sending the material, and a stamped, self-addressed 
envelope. 

Sincerely yours, 


Frank Leonard 


copy to William L. Higgs 
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NEIL J. COHEN 
ATTORNEY-AT-LAW 


520%xiK- 2np STREET, S. E. 
WASHINGTON, D. C. 


EAKSHEA 
Li7-6360 


October 4, 1967 


Dear Julius, 


Enclosed is a memorandum of law discussing the right of an indigent 
to file in bankruptcy without prepayment of costs. I hope it will be 
helpful in your bankruptcy campaign. 


I also want to call your attention to the case of Overstreet v NAACP, 
142 S.E.2d 816, which bears on your plan to file selected bankruptcies 
directed against exploitive merchants. The Overstreet case discusseskh 
the tort of deliberate interference with a business interest, a tort 
which could subject you, as it did the NAACP, to personal liability. 


Without discussing the complicated question of whether the tort would 
apply to you, allow me to restate the opinion I expressed at the American 
Jewish Congress meeting: the chief problem of the poor is not exploitive 
merchants, or even lack of jobs, but lack of descent paying jobs and adequate 
public assistance, in short, adequate income. As Walter Heller, then 
Chairman of the Conncil of Economic Advisors, put it in 1964: " A surprisingly 
large percentage of poor persons already have some kind of job;" for them, 
the cause of poverty " is not lack of jobs but of higher skills and productivity 
needed to yheld a descent income....They must be equipped with the knowledge, 
skills and health to find and hold better jobs." It seems to me that this 
point could be made the thrust of your campaign, with the fillip that 
society will have to bear the cost until the job is done, or a guaranteed income 
established. 

If you wouldlike to discuss these matters further, or if I can 
be of assistance to you, please don't hesitate to ska call. 


a y/ 


Neil Cohen 
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Greater Washington Chapter > 
AMERICANS FOR DEMOCRATIC ACTION 


1346 Connecticut Avenue, N.W. 
Washington, D.C, 20036 
. ORES ie ROE be Baa tS. Er 


July 13, 1967 Anne Strout: 265-4435 


ADA JOINS D.C, BANKRUPTCY CAMPAIGN 
The Executive Board of the Greater Washington Chapter of Americans for 
Democratic Action voted Tuesday night, July 11, to participate in the D.C. 
bankruptcy campaign scheduled to begin in early August. 
The ADA Board clearly indicated that it would devote its primary effort to 
the educational aspects of the bankruptcy campaign, Initially, ADA will concentrate on: 


1) stimulating the development of consumer education programs 
2) drafting consumer protection legislation. 


ADA Chairman Donald Green explained that the conduct of consumer education 
programs is a responsibility which must be assumed by the business community. 
He pointed out that since low-income families cannot meet the established, 
unrealistic credit-rating standards imposed by reputable merchants, they are 
channeled directly into the hands of unscrupulous merchants who sell inferior 
products at inflated prices’ Consequently, the significant buying power of these 
families is dissipated. Green said: "The pernicious economic system which forcenl 
the poor to pay more while buying less must be reversed. The effect of this 
bankruptcy campaign will be to remove low-inconie families from economic pentace’ 
Once freed, they must be allowed -- indeed, encouraged -- to shop with reputable 
merchants, where they will get maximum value. 


i 


"We fully expect the reputable merchants to go out and aggressively solicit 


i 
| 


this new market. We also expect our local government to encourage this activity, | 


even to the point of subsidizing merchant-run consumer education programs." 
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The ADA goal of a D.C, Consumer Protection Commission pogo eo nncus the 

recent creation of similar commissions in venee parts of the country. 

Arthur Strout, ADA Deputy Chairman, suggested that initially the Commission 

. should have authority to investigate cotistimer claims concerning the quality, 
packaging, priding, merchandising, and wattanty of products. Strout explained: 
"While receht} rapid advatices in technology have taised our material standard 
of living, some of thesb same advances have unfortunately been used to place 
the consumer in a vulnerable, unfair position. For example, not too many years 
ago we all understood the rather simple mechanical and financial workings of an 
automobile that was only a means of transportation. Today's puconobi ie has 
become a mobile, high fidelity, stereophonic, air-cooled boudoir, mounted on 
sixteen-ply chemicals. One has to be a Wall Street erader when negotiating an 
auto purchase and an engineer when repairs are needed. To get your car back 
from the garage it helps to have the patience of Job, the persistence of a 
bulldog, and the wealth of a Ford. 

"The philosophy of 'Let the buyer beware’ should have gone out when the 
impersonality of mass production came in. The philosophy of today must 
become 'Let the seller be fair." 

In setting its new goals, ADA referred to its leadership ro le in 
bringing about the adoption of fair housing and equal employment regulations 
in D.C. The support and assistance of all organizations and individuals who 
share their interest in consumer education and consumer protection was | 


invited by ADA. 
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October, 1967 


J.C. Turner, Pres. of Labor Council, 
Appointed to New City Council 


Union members throughout Washington have a reason to look toward 
the newly-appointed Council for the District with great confidence. One 
of the most prominent members of that body will be Bro. J. C. Turner, 


the longtime President of the Greater 
Washington Central Labor Council and 
a true friend to Local 1. 

His appointment was hailed by George 


J. C. Turner 


Meany, Pres. of AFL-CIO, as a real step 
forward for labor in the Washington 
community. “We expect,” he said, “that 
the new city government will immedi- 
ately turn its attention to the major 
problems that beset Washington and we 
look with confidence to early action to 
meet the city’s needs.” 

Bro. Turner is well known in the 
labor movement for heading up one of 
the country’s most successful central 
bodies. He has consistently urged local 
unions to do their utmost to train and 
advance Negro members and is largely 
responsible for setting up the D.C. Ap- 
prenticeship Information Center which 
has placed over 300 Negro men in ap- 
prenticeship jobs. Thanks to his leader- 
ship, Washington has the best record in 
the nation in this respect. 


(See page 3) 


Hobson Speaks 
On Bankruptcy 


Space limitations prevented us 
from reporting in the last issue 


that Julius Hobson, Chairman of 
ACT, and Don Green, Chairman of the 
Washington Chapter of ADA, spoke on 
their bankruptcy campaign at the July 
20 membership meeting. 


Pointing out that such distinguished 
Americans as Andrew Carnegie and 
Harry Truman had availed themselves 
of bankruptcy, Mr. Hobson stated that 
for many of the poor the only way out 
of the morass of debt in which they are 
entangled is to file bankruptcy. Busi- 
nessmen, he pointed out, make frequent 
use of the courts to escape their debts, 
but the poor often feel it is somehow 
immoral. Since most of the debts of the 
poor result from unscrupulous practices 
of some merchants, he said it was silly 
for the poor to worry about morality in 
this context. 


Mr. Green described the consumer edu- 
cation program with which ADA and 
other groups will supplement the bank- 
ruptcy program. They will also attempt 
to establish new credit for bankruptees 
with reputable firms. If mass bankruptcy 
succeeds, there will be millions of dol- 
lars freed for new purchasing, and both 
Mr. Green and Mr. Hobson feel that 
reputable businesses will not be slow in 
their efforts to tap this new market. 


There are many questions still to be 
raised about the bankruptcy campaign, 
which has received national attention. 
It was the feeling of officers present that 
the Local’s Executive Board should look 
into the subject carefully in order to 
determine our position. 


cone and | Murcia Employes, AFL-CIO 
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Labor School S: in 
At American 
University 


After years of work on the part 
of the Central Labor Council, local 


Washington area union members 


are finally getting a real labor school. 
Based largely on a regular grant from 
the Labor Council, American University 
has established a Labor Studies Center, 
which will start this month by offering 
two courses open only to union members. 


The two courses are “The History of 
Organized Labor in the United States” 
and “Public Employees and Collective 
Bargaining,” both of which will be 8- 
week courses. We in Local 1 are par- 
ticularly glad to see a course directed to 
our special needs and response has been 
great to the invitation to register. The 
Local Executive Board meeting on Sep- 


(See page 4) 


Welfare Mem bers 
Learn Value of 
Blood-Banking 


Many government workers have 
participated in the Red Cross Blood 


Bank program in their agency, but 
fortunately few ever have so great a 
need for this service as one of our mem- 
bers in the Public Assistance Division 
of the Welfare Dept. When Mrs. Aloma 
Fitzhugh, a Unit Clerical Assistant, re- 
cently gave birth to her child she was 
dismayed to learn that her child would 
require a complete blood transfusion to 
ensure her baby’s health. Personnel at 
Providence Hospital told her that the 
type of blood needed was not available 
and, worse yet, misled her into thinking 
that the Red Cross also had no such 
blood available. Because of this, the 
hospital made no request to Red Cross 
for the vital blood until urgent calls from 
the PAD Blood Bank Coordinator Mrs. 


(See page 3) 


The President’s Column 


By WILLIAM MIRENGOFF 


THE BANKRUPTCY PROGRAM 


For thousands of Washington families, the quality 
of life is poisoned by a crushing burden of debt. For 
most of these families, it is pointless, and cruel, to 
suggest that their problems are of their own making, 
or that they should have exercised prudence. In our 
economy, the name of the game is credit. Among the 
poor, and even the middle income groups, it takes a 
superhuman frugality to operate without credit in 
buying a car, furnishing a house, or outfitting a family. 


The poor work under a terrible set of handicaps 
when they set out to use credit. Until fairly recently, 
most Negroes simply could not get credit in the big 
department stores, and many still cannot because 
their incomes are too low. Forced to go to easy credit 
stores, they run into higher prices, lower quality, 
misleading advertising, and high pressure salesman- 
ship. A number of stores have deliberately, with 
malice aforethought, pushed Negroes into unreason- 
able debt. Often there has been a certain amount of 
fraud connected with this, particularly with the illit- 
erates or with people who themselves are so honest 
they trust anyone. 


There was once a time when the urban poor lived 
in “real” slums, without electricity, plumbing or cen- 
tral heating, at low rents. In those days, also, the 
poor could and did buy food which was both low in 
nutritional quality and cheap. Those days are gone 
forever. A poor family living in a house ean no longer 
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get heat by buying a quarter’s worth of wood, or 
a 50-cent order of coal; they must pay a gas or oil 
bill. Rents are higher than for the middle class, for 
infinitely less quality and space. Electric bills must 
be paid. Food standards have gone up, but the poor 
must pay more than others. In other words, the fixed 
expenses have risen sharply, while rise in income 
has not kept pace. 


This has been one of the most unfortunate by- 
products of urban renewal: Urban renewal destroyed 
the environment in which the poor could survive on 
a day-to-day basis, but nothing was done to make it 
possible to survive in the new environment. A cen- 
tral oil furnace is only superior to a coal or wood- 
burning stove if you can afford the oil. 


Thousands of poor families which had been able 
to maintain good credit with the easy credit stores 
suddenly found themselves faced with sharp increases 
in the cost of maintaining their homes. Denied credit 
by the so-called “reputable” department stores, many 
were forced into over-expansion. Their problem was 
not a moral one—this is no place for moral economics. 
Theirs was an economic problem, for which there 
must be an economic solution. 


What is our Local’s responsibility in this area? 
Many of our own members face this terrible burden, 
and here we are of course concerned. Even beyond 
that, however, can we ignore the plight of the poor 
in general? Together with our International and the 
entire AFL-CIO, we are dedicated to the abolition of 
poverty. There can be no question of where we stand, 
but what actions shall we take? 


We have been largely successful in getting the 
District Government to stop acting as a collection 
agency, suspending employees for non-payment of 
unfair debts. We must remain vigilant in this area. 
We must support legislation for credit controls and 
fair trading practices—Truth-in-Lending and Truth- 
in-Packaging. We must continue to fight for wages 
comfortably above the poverty levels. Beyond this, 
there may be forms of direct action we can take. 
This is something to be seriously discussed by the 
Executive Board and laid before the membership. 


Of one thing I am sure, Local One will play a dy- 
namic and creative role in the fight to free the poor 
of Washington from their monstrous burden of debt. 


Meet Our New Organizers 


Mel Clark 


Union members in the Welfare Dept. 
already know Bro. Clark who has been 
a Local 1 member since 1963 when he 
was with Public Assistance. Bro. Clark 
has served as a Steward in PAD and, 
later, as Chief Steward for the Work 
Opportunity and Training Center which 
he organized for Local 1. 

Bro. Clark has held a very interesting 
variety of jobs, all of which will be of 
real help to the union in his work. He 
received his degree from Howard Uni- 
versity in the field of psychology and 
since then has worked as a social worker, 
an insurance investigator, executive vice- 
president for a local company, and as an 
assistant floor director at WTOP-TV. 

Bro. Clark readily ‘applied for the 
Organizer job because of his determina- 
tion to broaden his knowledge and ex- 
perience in the labor movement. At the 
present time he is working largely with 
the chapters at St. Elizabeths Hospital. 


Blood-Banking 


(From page 1) 


Mosler to the hospital and from the 
Local Union office to the local Red Cross 
Blood Bank. Once the request was made, 
Red Cross, which did have the blood at 
hand, immediately supplied it. At last 
report, both mother and child are in good 
health, BUT ONLY BECAUSE VITAL 
BLOOD WAS IMMEDIATELY AVAIL- 
ABLE FROM THE RED CROSS. 


This is important for every union 
member to remember: When you give 
blood in your agency’s blood bank pro- 
gram, you are protecting not only 
yourself, but every member of your fam- 
ily in every state of the nation. By giv- 
ing, you are insured for the future for 
any need you and your family may have 
for blood. 


DO NOT ASSUME THAT BECAUSE 
YOU ARE IN A HOSPITAL YOU 


Miss Amy Hatcher 


Since Miss Hatcher joined the Local 1 
staff some weeks ago, she has already 
become known to a wide portion of local 
members. She is assigned primarily to 
work with Howard University/Freed- 
men’s Hospital chapters. She is currently 
assigned as well to the Sanitary Engi- 
neering Chapters. In addition, her ex- 
perience has particularly suited her to 
serve as Assistant to the Business Rep- 
resentative. ; 

Miss Hatcher is a native Washing- 
tonian and one who has an impressive 
amount of education and job experience. 
She attended Antioch College and the 
Albert Schweitzer College in Switzerland 
and has a degree as a psychologist. 

She has worked as a research as- 
sistant with the D.C. Health and Wel- 
fare Council and with the Veterans 
Administration, but most recently was 
employed as an Employee Relations 
Specialist with the Department of Sani- 
tary Engineering. While there she gained 
a great deal of experience in the business 
of handling disciplinary actions and is 
thoroughly familiar with a variety of 
personnel matters. It was while in this 
job that she learned about what Local 1 
was doing to help the men in Sanitary 
Engineering and decided that she would 
like to join the union effort. 


WILL GET THE BLOOD YOU NEED. 
Many hospitals do not fully participate 
in Red Cross blood programs—but if you 
participate, then you can get the blood 
you need whenever you need it just by 
having your agency’s blood' bank coordi- 
nator call Red Cross to request it. Make 
sure that you give blood in your agency’s 
blood bank program next time you are 
asked. Having blood in the bank can 
save your life far more certainly than 
having money in the bank. When you 
withdraw your deposit, the “interest” 
may be your life! BE A DONOR! 


Local Union Office 


Extends Hours 


Beginning immediately, the Local 1 
office will open on a new, extended sched- 
ule to make it easier for union members 
and officers to get in touch with someone 
when a problem comes up. The office will 
be open not only for more hours on week- 
days but will also be open on Saturday 
mornings. The new hours are: 


Monday thru Thursday. 9 to 6:30 
Eriday.2.. 2a ee 9 to 5 
Saturdays ee ee 10 to 12 noon 


While not all the Local staff will be 
in the office for these hours, at least one 
Organizer will be available to discuss 
problems and to see that the particular 
person you want to reach is notified of 
the problem. Union members are, of 
course, urged to take grievances to their 
stop stewards first, but it is hoped that 
these new hours will also help make it 
easier for union members to get help 
quickly and for Chapter Stewards and 
officers to use the resources of the Local 
office. 


Welfare Ginter 
Honors Fred Smith 


A special affair for the purpose of 
honoring a longtime Union Steward and 
hard worker, Bro. Fred Smith, was held 
by the members of the Family and Chil- 
dren’s Services Chapter on August 18. 
Bro. Smith has suffered several very 
serious heart attacks and it was felt 
by the Chapter that his years of work 
building the union should not go unnoted. 

About 150 fellow union members and 
workers attended the affair, which was 
held in the Union Hall. It was catered 
by Sister Joan Bates and music was pro- 
vided without cost by the Split-Sounc 
Trio, featuring Bro. D. Stewart of the 
Transcribing Unit. 

Another feature of the evening was the 
installation of Chapter officers, conducted 
by Local Pres. Bill Mirengoff. 

A number of persons worked hard tc 
make the benefit a success but the champ 
was Bro. G. F. Bingham, who collected 
$96 for the affair, and the total collected 
for the use of Bro. Smith was some $250. 
This should be of some help to Bro. 
Smith, who has had a number of weeks 
without pay during his convalescence. 


JAG; ita 


(From page 1) 

Local 1 has always had the firm sup- 
port of Pres. Turner in our annual legis- 
lative testimony and he was very helpful! 
in arranging meetings at the District 
Building when we were fighting for 2 
new Welfare building. 

There is no question but that the work- 
ing men and women of Washington now 
have a real spokesman in the new D.C. 
Government—one whose interest is in 
fighting poverty, discrimination, unem- 
ployment, and exploitation in all its 
forms. 


: 


Erma Taylor (DCGH) 
Wins Election 


Erma Taylor 


In another landmark case, Sister Erma 
Taylor has won election to the District 
of Columbia Wage Scale Board as an 
employee representative for the Depart- 
ments of Public Health and Public Wel- 
fare. In the election, which was con- 
ducted Aug. 25, Sister Taylor won what 
was termed a “landslide victory,” re- 
ceiving 139 votes out of the 350 votes 
cast. Her term will expire Dec. 31, 1969. 

This is a highly important victory, for 


UNION CALENDAR — OCTOBER 


Oct:10—Tuesday___ = D.C. General Chapter... 11:30-1 Medical Aud. DCGH 
11— Wednesday... Children’s Center a 8 PM _ Union Hall 
16—Monday 24st Central Labor Council_________. 8 PM Hamilton Hotel 
17—Tuesdays 3 Junior Village....yeer ewes 2-4 PM Junior Village 
18—Wednesday._._____ Local Executive Board________ 8 PM Union Hall 
283—Monday_______.._.__. St. Eliz. Housekeeping... 8 PM Union Hall 
25—Wednesday__...._____. D.C. Village Chapter________ 11:30-1 3rd Fl. Day Room 

FAB (Institutions) 4PM D.C. Village © 
St! Eliz, Dietary... ee 8 PM _ Union Hall 
26—Thursday__..__________ St. Eliz. Nursing Asst... 8 PM Union Hall 


it makes Local 1 the only union with two 
employee representative members sitting 
on the Wage Scale Board. The Board has 
the important function of setting the pay 
rates for D.C. Government blue-collar 
workers in accordance with the area’s 
prevailing wages. While Sister Taylor 
and Bro. Charles Jones do not represent 
Local 1 as such on serving on the Board, 
at least workers whose pay is set by 
the Board will know that their ability 
to do a job in representing them is backed 
up by the union! 


Attend Your 
Union Meeting 


Labor School Starts 


(From page 1) 
tember 21 voted to pay the $24 tuition 
for up to 12 Local 1 members to attend 
these courses. All applicants must be 
recommended by their local unions. 


These two courses are just the begin- 
ning. The new Director of the Labor 
Studies Center, Jack MacKenzie, has 
promised a continuing string of inter- 
esting and helpful courses directed to 
deeds of union leaders and interested 
union members. One of the most pop- 
ular courses which will be offered sev- 
eral times each year is the one on Labor 
History. Union members interested in 
learning more about the Labor Studies 
Center and what it offers are urged to 
contact Mr. Johnson at the Union office. 


AFSCME, Local One 
1003 K St., N. W. 
Room 307 

Washington, D.C. 20001 
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MEMBERSHIP MEETING 


JULIUS. W. HOBSON 


WASHINGTON'S MILITANT, WiLL 11954 Be eat 


LATEST CAMPAIGN — ? 
BANKRUPTCY. © 


In 1958, Mr. Hobson launched his campaign against discriminatory promotion 
policies in the Police Department, At that time no Negro had ever been 
made Sergeant in the uniformed forces. Now lack... 


In 1961, Mr. Hobson launched his drive to integrate the sales forces of 
downtown stores, new car dealers, etc. Whenever you go shopping, you see 
the results..... 


In 1963, Mr. Hobson started his campaign to get rid of the track system 

in the D.C. Public Schools, A lot of people laughed when the school suit 
was filed, but the results are history now. 

NOW, July 1967, Mr. Hobson pushes forward with the BANKRUPTCY PROGRAM - 

A WBZAPON AGAINST POVERTY. With this program, war is declared on the leeches 


who prey on the poor. When this plan was first discussed last year, a lot 
of people laughed. Today they are listening. 
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In fact, we wouldn't have had the Hobson v. Hansen case rag a He Ne 
hadn't been for the white radicals and black people in this town 
to support 
The bankruptcy program which we are running--I've got 35-40 boys 
went to the Black Power Association with it and said look boys 
I've got a proposal for bankruptcy--let's wreck the economy and 
let's throw out that crap about bootstrap operation, you can't 
pull yourself up by your bootstraps. The day when you can turn 
.50¢¢into avmillionedellars 
and no more economic frontiers in this country, we have monopoly, 
, and everything against this kind of self help 
crap. And I think we do not want to get caught off on that and 
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inadequate group of people and then 

when a decade passes you blame them. That's the danger it seems 

to me of this whole trend at the present time in the Adams-Morgan 
mummm and in any other area. 

question 

Trydon't- think, yourcan eyunte capitalism with democracy--it's a 


contradiction of concept. Capitalism as I understand it 


is not a democratic concept, fe eoae cn el] 1S & prolitica | syeTom 


And then try to impose on that a political system which we call 
democracy just seems to be a contragietaone Socialism is a word 
I use for lack of another word, and when I say socialism I really 
don't know what kind of system they got in China and the Soviet 
Union and don't care, but what I do know is that there are 


countries in the world that are open and came about through 


revolution on other countries which there has been a redistribution 


On this, there has been a social responsibility that has been 
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taken up by the . I named Scandinavial countries, 

Sweden, Norway, countries like that, mmaimiamm North Canada, Great 
kind 

Britain, where there is a trend away from the/mmpm of strict 


mmm and which we 


laissez faire system which we have 
really can try to impose democracy on. We 've got a democratic 
political system by definition theoretically. Assuming that 
black people vote we have a democratic political system where 
you elect your representatives and they speak for you, igfoke fejbie 
failingxmmm it seems to me is we take this and we impose ie he 
various undemocratic economic systems which will not accommodate 
Now certainly I am not arguing for a dictatorship. I don't 
dantviene political system to turn into a dictatorship run by a 
man who xRxHKSxXKz the economic resources, but I 
do want to see an economci system which we can impose this 

equity 
democracy upon which will bring about more/mmyMmky , and when I 
say equity I am not talking about taking the Gross National 
Product and dividing it by the total population and passing out 
equal shares. I don't think Carl Marx ever talked about that 
eitherimmm he talked about Communism, but nobody that I know 
that studied socialism has talked about that. I'm talking about 
an equitable social responsible government running an economic 
system which is conducive to the kinds of social change and the 
kind of up lift for people in a society who can't lift themselves 
up within the framework, and you and I will be the first to admit 
that we are not really responsible for the position that we are 


in. We are lucky as hell. My daddy could have told me boy go 


out there and pick that eotton instead of going down there to 


college. We need the money--a lot of black daddies told their 
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sons that and a lot of white daddies told their son's that, but 

he didn't, so I was lucky, so whatever I do or whatever I have 

done or whatever I will do is not always of my own volitions. 

It is part luck and there are other people that have had bad luck, 
and we want a set of economic conditions where we minimize bad 
luck, and where we make it possible to be more socially responsible 
and@really turn pouty tosebe what the Christians cal leour sm brocnciaes 


keeper'. 


question 


A minority inside a majority isn't the white man's country by any 
definition and we don't function in this country as a minority 
in the same way that the Egyptians functioned in Egypt as a 


majority. We don't function 
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Ad Hoc Hearings on Discrimination in “mploymert 
Sponsored by Congressmen John Conyers, (Mich.), Charles Diges, (Mich.) 
John Dow (N.Y.), Augustus Hawkins (Cal.), Henry Helstoski, (Neti) 
Robert Nix (Pa.), William F. Ryan (N.Y.) 


SCHEDULE OF "TITNESSES 


Wednesday, December 4 


10:99 a.m. Martin Sloane, U.S. Civil Rights Commission. 

Tis00 ean. Girard Clark, Former Director of the %ffice of 
Contract Comnliance, Department of Defense 

Liv45*a.m. Father Henry Casso, Vicar of Public Affairs, 


San Antonio, Texas 


REAEKAEKKRERKEKRERERERRERER 


20080 -.M- Jack Moscowitz, Deputy Assistant Secretary, 
for Civil Rights and Industrial Relations, 
Department of Defense. 


3:00 no.m. Robert Fasley, NA\CP Labor Department 
Si5 Geiss Chester Shore, American Veterans Committee 


Thursday, December 5 


10:00 a.m. Ward MeCreedy, Director, Office of Federal 
Contract Compliance, Department of Labor. 


11:00 a.m. Herbert Hill, National Director of Labor, NAACP. 
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Washington; D.C. 
19 Octecber 1966 


(MEMORANDUM 
TOs Black Paver Advocates 
FROM: Julius W. Hobson, Chairman 


Arrangements Committee 
Black Power Conferance 
November 24-26, 1966 
Washington, D.C. 


SUBJECT: Freedon From Debt---Through Bankruptcy 


A set of laws was enacted during the Populist period to 
free the poor from oppressive debt imposed upon them through usury 
anc exploitation by the rich. 


Known as the Federal Bankruptcy Laws, they have been scarcely 
touched by America's poor black people who remain largely ignorant 
of this powerful self-help weapon within their reach. 


Powerful benking, industrial an2 political interests do not 
wish poor black people to learn of a tool they can seize to cut away 
the burden of back rent, back payments on the family TV set or fure- 
niture, unjust hich interest loans. And to make sure they dontt 
reach for such a tool, they have spread an image of shamefulness about 
Ceclaring bankruptcy. Shameful to unload weeks of back rent fora 
rundown apartment! Shameful to quit payments on a TV set that, through 
high interest charges, cost him more than it would his rich landlord 
who doesn't have to buy it on time! 


This legal tool holds tremendous promise for the poor in 
your communities. It only remains for black power advocates and 
leadership to bring its advantages to the attention ofspoor black 
victims of our jungle economy, ana assist them in using it. 


I propose, therefore, that delegates to this cenference 
tudy this proposal and launch a nationwide bankruptcy campaign among 
all poor black citizens. 
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I am convinced that, properly and swiftly implemented, this 
tool can strike deeply at the economic and credit institutions that 
depend for life upon the exploitation of a certain percentage of 
the population, There can be no uppor or middle economic classes 
without a lower economic class to support it. History records no 
such feat. toe 


Wo people in history have been exploited more than Jfro- 
Americans. Ifo other Americans are more prey to the dehumanizing 
ills of a capatdlistic system---grinding poverty, unemployment, in- 
adequate housing, lousy schools, and year in and year out---owing 
"the Man'', 


; No, no other Americans have more reason to seize and wield 
any tool with which to overthrow this economic tyranny. 


It is a simple tool. The lawyers in ycur neighborhood pov- 
erty programs are required to assist the poor with any legal pro- 
. blems they may have. The cost to a poor person is only fifty dollars, 
and can be paid in installments. _ : 
Black people have paid through the nose for 400 years of 
white privilege and exploitation. They owe not one Cime more. Let 
us grab this and any other means, to seize for ourselves Whitey's 
back payments, ; | 
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PROPOSAL FOR THE USE -OF THE 


BENEFIT 


FEDERAL BANKRUPTCY LAW TO 
THE POOR 


ee ne ee etme ee 


he extensive 


system of national bankruptcy law (Title 11 of the 
Code) has generally been thought of as existing for the benefit of pe 
who fail to make a go of their businesses, or of their personal affai 
when a considerable sum of momey is involved, and for the benefit of 
See of these people. The use of bankruptcy for the benefit of 
poor is relatively non-existent. The purpose of this proposal is to 
suggest ¢t pee bankruptcy be used wide ly’ across the mation by the poor, 
yarticularly in the ghetto are Or Cierpig, Cheles mie to demonstrate 
sreot opportunity and ready amas lity for use. 
Explanation: 
"At the end of every seven years you shall grant a release. And 
is the manner of the release: every creditor shat release what he h 
lent to his neighbor: he shall not exact it of his neighbor, his bret 
beceuse the Lord's release has been proclaimed.” eae Bible, Deutere 


y the Lord 
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Exempt: 


A simple example might preve useful at this pcint: Suppose a man 
and his wife owe the fcllowing bills and own the following porperty and 
that the man works for $50 per week and his wife works for $40 per week: 


BILLS PROPERTY 


ate 


Rent SE ANTS Ferniture 5 650 
Gas Bo faeludine TeV.) 
Electric pa) Care is 2,000 


Phene 50 Clothes 320 
Finance Company 650 $2,800 
Bank 350 
Car 1,650 


Furniture 24D 
Groceries 85 


o that the wages of both are under threat of garnishment ue 
com mpeny and by the other creditors and that they are unable 
are being constantly harrassed. 


ol 9etition in bankruptcy, which they can fill 
eut cheusCisne together with the payment ofia $50: filing fee (none! of 
wnich neei be paid at th £ filing and all of which may be paid in 
installments over a 6 month period). The eae itself automatically 
operates to make them bankrupts with the following consequences: 


~ £ 


(1) The rent, gas, electric, phone and grocery bills are wiped out 


x 
and mede void; (2) the finance company and bank loans are also wiped out 
sut any furniture (or other property) that has been placed as security for 
hese loans may be teken by the finance cempany or banks; (3) any and all 
al proceedings in any state or federal court to collect any of the 
ebts are immediately stopped and any further acticn taken in these pro- 
4 nst the bankrupts are absolutely void; (4) there is no longer 


any threat of = t of any wages; (5) there is a $350 equity (net 
value) te the cars +therefere,; the Seuhenpe couple may either elect to 

get their’ full use out of the car before filing the bankruptcy pepers and 
then turn it¢in or “e6 nst includes it in’ the bankruptcy papers and) to: keep 


ate 1ey continue to pay, they should be sure that 
d by the state exemption law and also is not mcrtgated as 
7 


| con 
rh 
Su 


t ce Y 
security for another debt); (6) the couple keeps the clothes and the non- 
morteaced furniture (including T.V., books; sictures, utensils, appliances, 


etc.); and (7) the couple must wait six years before they can asain take 
the benefits of the Lankruptey law. 


A Few Procedural and Practical Comments 


(1) Note that no cash is necessary to file the papers, but that the 
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$50 fee must be paid at least in installments over 6 months, -ctherwise the 
"discharge", which voids finally all the detbs, will not be granted. 


(2) No’ lawyer 7 


S ssary, though it is cbviously good to have advice 
of some sort from a p 
. 


@ 
en with a working knowledge of the bankruptcy law. 


ers 
Lavyers generally cost $200 cr more -- far more than most pocple can pay 
and generally one is not abso lutely needed. 


(3) The general public is always told that "bankruptey is bad for 
your credit rating” -- frequently by the loansharks -- who are scared stiff 
cf losing their "investments". Nothing could be further from the trut Eli, 
since \a person “Le “anfar better credi® risk atter bankruptcy for two simple 
reasons: (a) his financial position is far stronger, and (b) he can't 
take the benefits of the bankruptcy law again for six years. 


(4) Within a few days of filing the petition, the bankruptcy court 
mails out notices to all the listed creditors. In effect this is lesal 
notice tc them that their claims are now being voided and that they 
continue to hound the bankrupt at the peril cf contempt of the bankruptcy 
court. 


(5) The bankrupt must attend the creditor's meeting called by the 
referee! or thesbankeuptey courts 


(6) The bankrupt should never aeree either orally or lin writing 
after the filing of the bankruptcy petition to pay any creditor any part 
or allot the old debt / orherwise the discharse will not te ahhac Hide 
to void that particular debt. 


The great, untapped benefits of the bankrputcy law to the naticn's 
poor appears to de almost unkncwn, For example, in 1964 only abcut 90 
persons filed petitions for voluntary bankruptcy in the District of Columbia. 
Yet, one could reascnabdly gudss that literally tens of thousands of poor 
persons have a desperate need of the help cf the bankruptcy law. Of course, 
merchants, banks, finance ccmpanies, and public utilities will bitterly 
oppose the expa anded use cf bankruptcy and may take all sorts of extreme 
measures to prevent its use. Neverthe ye tee itis ‘the Law; \and évery 
American citizen is entitled to its » ELE 


ne $s, regardless of the hishly 
disruptive effects that a mass ates of bankruptcies may have up-n the 


financial and freee community, Of tasparticular-eity or ‘of :the mation: 


The real tragedy, of course, is the existence of an oppressive credit 
structure that shackles the peor and the low-wage earner. 


September 26, 1966. 


Willian L. Higgs 
Counsel for ACT 


Julius W. Hobson 
Chairman of ACT 
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APPENDIX A: FORMS AND EXPLANATORY COMMENT 


RL a Ne A ER OR ae ce a ee ne na re 


The forms are divided into five parts: 


First, there is the Petition, which is the formal request to the 
Beukruptcy esurt for relief) This is Form 1.9 The proper court desienation 
can be found by calling up the clerk of the U.S. District Court and askine 
for the information. The judge's name should be left blank, since the 
e1se will probably be assigned either to a particular soo er to Eac. 


referce. The bankrupt should fill in his name, address, etc, in the appre- 
priate blanks. Finally, ‘the oath at the end can be taken ees the clerk 
at the time of filing ae of the gee teeethere this, is probably the 
better, cheaper, and easier procedure. Unless it appears otherwise, the 
papers sniculd wil pe mae ee legal size, and double spaced. 


second, there is the Sta tatement of Affairs, of the bankrupt, which is a 
general run-dcown of the bankrupt} financial activities. This is Form 2+ 
(Mest poor persons will answer a questions with none”, as is true of 
mest of the forms in filing for bankrudtcy; nevertheless, the law requires 
that all the forms be filled out in some way.) tems GO land / will rarely 
apply to anyone whe is poor. The other itmes are fairly simple and should 


JG -Casy te utillooue, 


Third. there 23) the statement of all a of Bankrupt, which lists 
all of the debts of the bankrupt by the type of debt inve ieee This is 
Form 3 (called Schedule A when filed.) Schedule A is divided into five 
perts. he first part calls for the listine of certain types of debts 
Chat must be paid, if any money is available, before other debts are naid. 
Tnufilling cut thse parts at 26 best. to simply state in words, in detail, 
the exact circumstances surrcunding the debt to the best of one's ability, 


a] 


ing of debts which are secured by mortsaces, conditional credit 
ments, or by holding suc Leen as bonds or insurance policies 
security. the third part Calls for the listing of debts which are 
unsecurec, The words "contingent, unliquidated, or disputed" mean, 
WOO Reet ‘uncertain as to whether actually owed or not, depending 
on whether or not a certain event happens", "uncertain as to how much 


cia S e 
nee the legal terminology can be confusing. The second part calls for 
; @3 


the debt is (such as a damage claim from an auto accident)" and “a disacree- 
ment exists as tc whether there’s a debt in the first place." ‘Considera- 
tion of the debt" means "the things or money on2 received when the debt 

was created (such as a money loan or groceries or telephone service”. The 
fourth part cal} ot 


s for the distine of ail teats on notes cr other 
decuments which one has done for consideration (senerally re t Er 
a business daal). The fifth part requires ithe listing of 
other documents that one has signed or "sone on” for no consideration suc 
as signing fer a friend tc help him borrow money). 


Fourth, there is the Statement cf all Property of Bankrupt, which lists 
all the property of the bankrupt by the type of property involved. This 
is Form 4 (called Schedule’ B when filed). Schedule B is divided into six 
parts. The first part ca gills wor the iistine sof alicreal estate. (‘'In- 
cumberance"™ menns "mortga ge or other security instrument'’.) The second 
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part calls fer personal preperty. The third part calls for amounts owed 
to the bankrupt. The fourth part calls for the fisting of pronerty, 

for example, that one will own at some future date or that one can 

control the disposition of but dees not cwn himself. Fifth, and very 
Laportant, ie "the list at ara operty claimed as exempt. This part should be 


iuily and carefully filled out, since this determines the ees that 
one can kee (See the Appendix for selected states! exemption Laws.) 


ls for a listing of the bankrupt's financial papers. 


Fifth, and finally, there is the Summary of Debts and Assets, (Form 5) 
waich can be filled out easily from Forms 3 and 4. Forms 1 through 4 
must be sworn to; this can most easily be dane at the time of filing 


APPENDIX D: STATUTORY EXEMPTIONS OF SELECTED STATES 


eee evens ene omens een ee 


/Nete: This listing is not authoritative, but it does cive a ceneral idea 
¢ the exemptions of the selected states and of what is to be expected 
from other states, / 


ALABAMA: , An. cocupicd: homeste rd (160 acres, $2000); all clothing: all 
family pictures; selected gools ($1000). 


pied homestead ($1000); an cecupied house trailer ($2500); 
re and books ($200); necessary household equipment: 

a machine, 1 sewing mechine, 1 stove, beds and 
isthine:. Lood«and, fuel (2 months): 1 


re — 

television; i : rifle, 1 shotsun; all equipment necessary for trade 
or professicn; transportation;, automobile ($250) or animal; 50% cf earnines 
for. 30 days next precedina; benefits ae ay insurance ($500), disa- 
bility and health insurance ($500); all benefits from sovernment (pension, 
disability benerite, ere. 5 

ILLINOIS: An cecupied homestead ($1000); all clothes; bible, school beoks, 
family pictures; selected gcods ($400); all benefits from military service. 
(pensicn disatility benefits, etc.) for 1 year next preceding. 


MARYLAND: An Dighonaa sso homestead; all clethine; selected gacds; ($100); 
equipment necessar ession or trade; all mcney frem insurance. 
MASSACHUSETTS: An occupied homestead ($4000); all clothing; beds 
bedding; iron stove and fuel ($20); other furniture ($1000); bible 
school bcoks; pS orsod) (350); 1 sewing machine { 
equipment necessary for profession or trade. 


MICHIGAN: An cccupied hemestead ($3500); all clothing; -amily ; pictures; 
fcod and fuel (6 months); ee: soods, furniture, utensils, Besks and 


appliances ($1009): equipment necessary for business or trade; all bene- 
fits from insurance. 


MISSISSIPPI: an cecupied homestead ($3,000, 160 ac 
school bBeoks;. family pictures (S1200);- furniture (<S 


: 

A 
wheat er rice (10 bu.), 40 gallons of ssrenum cr melas 
wages (head of family $100 a month, others $59); benef 


See Leth 7 te 
J}; meat (500 te.) 
@s or cane syrup; 
ts from insurance; 


1 


1 sewing mach ; 

MISSOURI: An occupied homestead (size and cost vary}; all clothing; bible, 
school becoks:; family pictures; furniture (6200); food and fuel ($290); 
equinment of professicn or trade; $500 in selected goods. 


NEW YORK: An occupied homestead ($1000); all clothings; bible, school 
books; family pictures; other books ($50); stove; food and fuel (69 days); 
l refriserator, rodio, utensils; wedding ring and watch ($35); 1 

sowing machine: equipment of profession or t ade; 99% of earnings 60 days 
next preceding; 90% of imcome froma trust. 
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CHIO; An cecupied homestead 
hedding; cooking stcva; 5 
fonily pictures; fod ($59); earnings 39 days next pr 
$3900 and 69% of remainder). 


‘all becks and 
eading (807,-0f° Liret 
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SOUTH CAROLINA: An occupied homestead ($1900); z0eds 
equipment of profession or trade of head of family ($30: 
ttys); all property of dependents is exempt. 


> 


WwW A 


EAASS “An O@cUDT 
AGL parrots soa, 
trade: current’ w 


n tcwn, cther 200 acres); all bocks 
35. equlpment of profession or 


DISTRICT OF COLUMBIA: Clothes up to $390/serson in family; furniture and 
gee up to $309; equipment of profession or trade (includins car 

up tc $500 value); iat bcoks and pictures; wages for family head “8299/ 

manth, otherwise $69/month) for 2 months te provice for necessaries, 
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FORM 1 


DEBTOR'S PEITTION 
In the District Court of the United States for the DESELTIcCt of 
In the matter of 
—. > in Bankruptcy No. 
Bankrupt 4 


PETITION 


To the Honotabie ete oe 

Judge of the District Court of the United States fcr the 
Districr er rhe ees) 

The petition or ©) _ 7 besteing rateNo, 
Street, in 5 tds Coenen quate Md kay eee ret Se piState Gt ee 
by occupation 2 nae iar employed by ae ae bea 
for engaged in the lusiness of oe ee )  peepectiul ly 
represents: ic 

i. Your pe@titioner has had his principal place of business (cr has 
resiced, cor has had his jJomicile) at aes within the above 
judietal Gistrices tore loncertoortiacn: oF the six months immediately 
prececinea the filing Of tis sctition than in any cther judicial district. 


and 18 wi me n= to surrender all his 


N 
i 
c 
Ky 

is 


etitioner owes debts é 
property for the benefit of his ereditors, excep t such as is exempt hy law, 
ani Cesires to obtain the benefit of the Act of Congress relating to bank- 


3. The schedule hereto annexed, marked Schedule A. and verified by 
your petitioner's oath, contains a full and true statement of all his 
debts, and, so far as it is possible te ascertain, the names and places 
of residence of his creditors, and such further statements concerning said 
debts as are required by the provisions of said Act. 

4. The schedule hereto annexed, marked Schedule B., and verified by 


your petitioner's cath, contains an accuratd inventory of all his property, 
real and persenal, and such further statements concerning said prcperty as 
are required Sy the previsions of said Act, 

5. Petitioner prays, since he has no money to pay the filing fee, that 
he te allowed to pay said fee in installments. 

Wherefore your petitioner prays that he may be adjudged by the ccurt 
to be a bankrupt within the purview of said act. 


Petitioner 


, Attorney, 


(form continued on next pase) 
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Form 1 (continued) 


Ls » the petitioner nemed in the foresoing petiticn, 
de hereby make sslemn oath that the statements contained herein are true 
acccrding to the best of my knowledse, information, and belief. 


=| 


Petitioner 


kr 


Subscribed and sworn to before me this 
Fa ay O ie 9 z 9 ° 


(Official character) 


Form 2 


Statement of Affairs 
(For Bankrupt or Debtor Not Engaged in Business.) 


(Note.--Each question should be answered or the failure to answer 
explained. Ifthe answer is Sia this should be stated. If additional 
space’ is needed for the answer to any question, a separate sheet, properly 
identified and made a part he re ane should be usec and attached. 

The term, “original petition," as used in the following questions, 
shall mean the peittion filed under section 3b or 4a of chapter III, sec- 
tion 322 of chapter XI, section 422 of chapter KII, or section 622 of 
chapter Sn 3) 


1. Name and residence. 
A. What is your full name? 
b. Where do you now reside 
c. Where else have you re 


1? 
sided during the six years immediately 
preceding the filing of the origin 


al petition here? 


2. Occupation and income, 
a. What is you occupation? 
b. Where are you now employed? 
(Give the name and address of your employer, or the address at 
which you carry on your trade or profession, and the length 
of time you have been so employed.) 
c. Have you been in partnership with anyone, or engaged in any busi- 
ness, during the six years immediately preceding the iins of the original 
pétition herdin? ((Litso;eeive particulars, including names, dates and places 


cd. What amount of income ha you received from your trade or pro- 
fession during each of the two ae immediately preceding the filing of 
the original petiticn herein? 

e. What amount of income have you received from other sources during 
each of these two years? (Give particulars including each source, and the 
amount received therefrom.) 


3. Income tax returns: 
a. Where did you: file your last federal <and state income tax returns, 
and for what years? 


4. Bank accounts and safe deposit boxes. 

a. What bank accounts have you maintained, alone or together with 
any other person, and in your own or any other name, within the two years 
imme aiearkoe preceding the filing of the original petition herein? 

(Give the name and address cf each bank, the name in which the deposit was 
maintained, and the name cf every person authorized to make withdrawals 
Goold suchraceount. ) 

b. What safe deposit beces or other depoSitory or depesitories have 
you kept or used fcr your securities, cash or other valuables, within the 
two years immediately precedimg the filing of the original petition herein? 
(Give the name and address of the bank or other depository, the name in 
which each box or other depository was kept, the name of every person 
who had the right ef access thereto, a brict description of the contents 


Ss.) 
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thereof, and, if surrendered, when surrendered, or, if transferred, when 
‘address of the transferee.) 
3. Books and records. 

a. Have you kept books of acccunt or records relating to your affair 
within the two years immediately ; preceding the filing of the original Be 
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b. In whose possession are these books or records? (Give names and 
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a. What property do you hold in trust for any cther person? (Give 
meme and address cf cach person, and a description of the property and the 
emoant of value. thereof.) 
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a. What proceedings under the Bankruptcy Act have been brought by 
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b, Was any of. your property, at the time of the filing of the orizinal 
petition herein, in the hands of a receiver or trustee? (if so, give the 
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your creditors, or “any general settiement with on creditors, within the 
two years immediately preceding the nee of the original petition herein? 
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terms of assienment or tlement.) 
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a. What repayments cf loans have you made during the year immediately 
preceding the a of the orisinal petition herein? (Five the name and 
accress of the lenlJer, the amount of the loan and when received, the amount 
and date when sepeid, and, if the lender 16 4 relative, the relationship.) 
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10. Transfér of. property. 


a. What preperty have you transferred or otherwise disnosed of during 
the year immediately preceding the filing of the criginal petition? (Give 
description of the preperty, the date cf the transfer or dispesiticn, to 
whom transferred or how disposed of, and, if the transferee is a relative, 
the relationship,’ the conziderstion, if any, received therefor, and the 
disposition of such consideration. 


ioe eae 

a. Have you suffered any losses from fire, theft or gambling during 
the year immediately preceding the filing of the original petition herein? 
(If so, give particulars, including dates and the amounts cf money or value 
and general description cf property lost.) 
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SCHEDULE A-2 
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Liabilities on notes or bills discounted which ought to be 
paid by the drawers, makers, acceptors, or indorsers 


(N.B.-The dates of the notes or bills, and when due, with the names residences, and the 
business or occupation of the drawers, makers, acceptors, or indorsers thereof, are to 
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SCHEDULE A-5 
Accommodation paper 


.K.-The dates of the notes or bills, and when due, with the names and residences of 
the drawers, makers, acceptors, and indorsers thereof, ure to be set Torti, under the 
names of the holders, if the debtor be liable as drawer, maker, acceptor, or indorser 
+nereof, it is to be stated accordingly. if the names of the holders are not known, 
the name of the last holder known to the debtor should be stated, with his residence. 
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SCHEDULE B-4 


roperty in reversion, remainder. or expectancy, including property held an trust for 
e debtor or subject to any power or righirto dispose of or to charge. 
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(N.B.-A particular description of each interest must be entered, with a statement of the 
location of the property, the names and description of the persons now enjoying the 
same, the value thereof, and from whom and in what manner debtor's interest in such 
roperty is or «willebe derived. If all or any of the debtor's property has been con- 
eyed by deed (ofeassijgnment, tor otherwise, for the benefit of creditors, the date of 
such deed should be stated, the name and address of the person to whom the property 
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SCHEDULE B-5 


Property claimed as exempt from the Operation of the act of Congress relating sto 
bankruptcy 


(N.B.-Each item of property must be stated, with its valuation, and, if any portion of 
it is real estate, its location, description and present use.) 


Property claimed to be exempt by the laws of the United States 
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SCHEDULE B-6 
Books, papers, deeds and writings relating to debtor's business and estate 


The following is a true list of all books, papers, deeds and writings relating to peti- 
tioner's trade, business, dealings, estate and effects, or any part thereof, which, at 

the date of this petition, are in petitioner's possession or under petitioner's custody 
and control, or iwhich a@re in the possession or custody of any person in trust for peti- 
tioner's use, benefit, or advantage; and also of all others which have been heretofore, 
at any time, in petitioner's possession, or under petitioner's custody or control, and 

which are now held by the parties whose names are hereinafter set forth, with the 


reason for their custody of the same. 
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Representing Voluntary Bankrupts* 


T HE USUAL REACTION of the general practitioner when 
he receives an inquiry respecting a voluntary bank- 
ruptcy proceeding is immediately to think of referring the 
proceeding to a bankruptcy practitioner. This is, perhaps, 
by reason of his unfamiliarity with the practice and pro- 
cedure and a mistaken notion as to the difficulties to be 
encountered in the handling of a bankruptcy proceeding. 

The volume of bankruptcy proceedings is astounding— 
and increasing annually—192,354 for the fiscal year end- 
ing June 30, 1966, of which 174,904 were non-business 
matters and only about 16,430 were those involving the 
conduct of business.! For the year ending June 30, 1967, it 
is expected that the number of bankruptcies will exceed 
200,000 of which the non-business bankruptcy will con- 
stitute well over 90%, while the business bankruptcies 
will be under 10%. These non-business bankruptcies, it is 
estimated, will involve liabilities of about $1,500,000,000.2 

It is quite obvious that the voluntary bankruptcy pro- 
ceeding is a vast legal field. The non-business bankrupts 
are primarily those of employees and housewives. In addi- 
tion, it may also include executives and officers of corpora- 
tions that have become involved in financial difficulties 
where they had either guaranteed or endorsed the obliga- 
tions of their corporations. 

Where there are no complications there is no reason 
why the general practitioner is not competent to handle 
such a proceeding. All that is necessary is some enlighten- 
ment on the conduct and procedure of a voluntary bank- 
ruptcy and some acquaintanceship with the fundamental 
requirements in connection with the filing of such proceed- 
ing. 

The vast majority of the wage earner—non-business 
bankruptcies—are as a result of consumer financing, in- 
stallment financing for the purchase of automobiles, house- 
hold commodities, television sets, electrical appliances and 
like items. Contributing factors are personal loans, auto- 
mobile accidents, medical expenses, endorsements and 
guarantees. 

The result is the mortgaging of future earnings of the 
debtor beyond his capacity to repay, so that he is at his 
wit’s end as to how to maintain his family, retain his job 
and meet the installment payments due to his creditors, all 
of which far exceed his income. 


rR 


®This article is based upon a lecture delivered at the Prac- 
ticing Law Institute, New York, on June 16-17, 1967 by Mr. 
Schwartz. 


#®Mfember of the firm of Schwartz & Duberstein, 26 Court 
Street, Brooklyn, New York; LL.B. New York University; LL.M 
Summa Cum Laude Brooklyn Law School; member of the Na- 
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Max Schwartz** 


of the Brooklyn, New York Bar 
(Associate Editor) 


Added to this unfortunate situation is the fact that the 
creditors may have procured wage assignments and ob- 
tained garnishees against the debtor's salary, not only in- 
vading and reducing his weekly income, but endangering 
his future employment. 

Let us assume a client comes into the attorney’s office. 
He is an employee of a local factory. He explains that he is 
in financial difficulties, unable to pay his debts, and is be- 
ing threatened with suit. His salary may or is about to be 
garnisheed. He needs help. The normal procedure then 
would be to discuss generally, his assets and liabilities. 
This would include the nature of the debts, whether for 
goods sold and delivered, contract claims, tort, direct or 
contingent obligations, and then inquiry should be made 
as to what assets or property he has or to which he is en- 
titled. 

The Bankruptcy Act may be invoked and is available to 
an employee or non-businessman even if he is not insol- 
vent, but more usually and the percentage is well over 
99%, it is only invoked by those who are insolvent and 
unable to pay their debts. 

However, the benefits of the Bankruptcy Act may be 
utilized by those of very high potential future earnings so 
that actors, artists, those in the professional sports field 
and other fields who have run into financial reverses and 
setbacks may avail themselves of the filing of a voluntary 
petition to discharge their obligations, and thus avoid any 
charge upon their future earnings. 

In the motion picture-theatrical field, the late John 
Barrymore, and Mickey Rooney are some who have availed 
themselves of the benefits of the Bankruptcy Act. 

In the field of sports, Primo Carnera, the former world 
heavyweight boxing champion was obliged to file a volun- 
tary bankruptcy petition in the Souther District of New 
York. 

Durant of General Motors fame is another who had to 
avail himself of a voluntary petition. 

On the other hand, many legal secretaries during the 
1930s found themselves burdened with obligations run- 
ning into millions by reason of their having either exe- 
cuted, endorsed or guaranteed mortgages, all of which 
went into default. Thus they too had to seek relief by way 


tional Bankruptcy Conference; Chairman of Committee on 
Bankruptcy, Brooklyn Bar Association; member of Commercial 
Bankruptcy Committee of the American Bar Association. 


1. Tables of Bankruptcy Statistics (for the year ending June 
30, 1966) of the Administrative Office of the United States 
Courts. 


2. New York Times, June 19, 1967, Page 52. 
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of voluntary petitions. 

With respect to a voluntary bankruptey, the amount of 
the indebtedness is immaterial.? A voluntary petition may 
be filed whether the debtor owes $100.00 or $100,000,- 
000. 

Bankruptcy will grant the debtor relief from wage as- 
signments, garnishees and all of his debts, if he can ob- 
tain a discharge. The bankruptcy proceeding is appropri- 
ate and available to the debtor if his debts, or the greater 
portion thereof, can be discharged (§14(c) ) and if they 
do not come within the provisions of §17(a) (2) of the 
Bankruptey Act, with respect to debts being excluded from 
the effect of a discharge and which survive the granting of 
a discharge.4 

The grounds of objection to a discharge are set forth at 
§14(c) of the Bankruptey Act.® | 

Armed with the knowledge as to the grounds of objec- 
tion to a bankrupt’s discharge and the nature and type of 
debt excluded from the effect of a discharge, you should 
now be in a position to proceed to advise the debtor, 
after ascertaining the requisite information as to the na- 
ture and type of his liabilities and his assets. 

However, it is important to note that a wage earner is 
one earning Jess than $1,500. He is not subject to an in- 
voluntary petition in bankruptcy.7 In other words, he 
cannot be forced into bankruptcy. The proceeding can 
only be availed of by himself voluntarily. 

The voluntary bankrupt must meet the jurisdictional re- 
quirements of the Act, which are that he shall have his 
residence or domicile in the District where the petition is 
being filed for the longer portion of the preceding six 
months than in any other district.8 His place of business 
will not sustain the jurisdictional requirements, as_ this 
alternative is applicable only to one in business and not to 


Max Schwartz 
of 
Brooklyn, N.Y. 


an employee or non-businessman. 

Bankruptcy is likewise available to an alien.® Primo 
Carnera previously referred to, filed a voluntary petition 
in the Southern District of New York where he resided al- 
though he was a citizen of and had his domicile in Italy. 

Once a petition is filed the subsequent death of the 
bankrupt, or his insanity, will not affect the conduct of the 
proceeding, but they will go forward until fully admini- 
stered.1° 

Having sat down with the client and discussed his fi- 
nancial situation, the basic question that must be an- 
swered—is bankruptcy appropriate for the client’s case, and 
will it afford him a source of relief? 

The prime purpose of the filing of a petition in bank- 
ruptcy is to obtain a discharge so that the debtor may be 
free of debts. If this cannot be accomplished then bank- 
ruptcy will not grant the debtor the relief he is seeking. 
Hence, the inquiry must be directed as to the nature of 
the debts, as to whether or not they are dischargeable 
within the provisions of §17(a). The inquiry should pro- 
ceed along the following lines: 


3. §4(a) of the Bankruptcy Act. 


4. §17(a) (2) sets forth the provision with respect to debts 
excluded from the effect of a discharge and which survive 
the granting of a discharge. They include, tax liens; lia- 
bility for obtaining money or property by false pretenses 
or false representations, or for obtaining money or property 
on credit or obtaining an extension or renewal of credit in 
reliance upon a materially false statement in writing re- 
specting his financial condition made or published in any 
manner whatsoever with intent to deceive, or for wilful 
and malicious injuries to the person or property of another, 
or for alimony due and to become due, or for mainte- 
nance or support of a wife or child; debts that have 
not been scheduled in time for proof and allowance, 
unless the creditor had actual notice or knowledge of 
the proceeding; debts created by fraud or embezzlement, 
misappropriation or defalcation while acting as an officer 
or in any fiduciary capacity; debts for wages earned within 
three months of the commencement of the proceeding due 
to an employee and debts for money received as a security 
deposit from an employee to secure the faithful performance 
of the duties of the employee. 


5. §14(c) provides that “the court shall grant the discharge 
unless satisfied that the bankrupt has (1) committed an 
offense punishable by imprisonment as provided under title 
18, United States Code, Section 152; or (2) destroyed, 
mutilated, falsified, concealed, or failed to keep or preserve 
books of account or records, from which his financial con- 
dition and business transactions might be ascertained, un- 
less the court deems such acts or failure to have been justi- 
fied under all the circumstances of the case; or (3) while 
engayed in business as a sole proprietor, partnership, or as 
an executive of a corporation, obtained for such business 
pioney or property on credit or as an extension or renewal 
of credit by making or publishing or causing to be made 
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or published in any manner whatsoever a materially false 
statement in writing respecting his financial condition or 
the financial condition of such partnership or corporation; 
or (4) at any time subsequent to the first day of the twelve 
months immediately preceding the filing of the petition in 
bankruptcy, transferred, removed, destroyed, or concealed 
or permitted to be removed, destroyed, or concealed, any 
of his property, with intent to hinder, delay or defraud his 
creditors; or (5) in a proceeding under this Act com- 
menced within six years prior to the date of the filing of 
the petition in bankruptcy had been granted a discharge 
or had a composition or an arrangement by way of compo- 
sition or a wage earner’s plan by way of composition con- 
firmed under this Act; or (6) in the course of a proceeding 
under this Act refused to obey any lawful order of, or to 
answer any material question approved by, the court; or 
(7) has failed to explain satisfactorily any losses of assets 
or deficiency of assets to meet his liabilities; or (8) has 
failed to pay the filing fees required to be paid by this 
Act in full: Provided, that if, upon the hearing of an ob- 
jection to a discharge, the objector shall show to the satis- 
faction of the court that there are reasonable grounds for 
believing that the bankrupt has committed any of the acts 
which, under this subdivision c, would prevent his dis- 
charge in bankruptcy, then the burden of proving that he 
has not committed any of such acts shall be upon the bank- 
rupt.” 


6. $1(32) of the Bankruptcy Act. 
7. $4 of the Bankruptcy Act. 

8. §2(1) of the Bankruptcy Act. 
9. $2(1) of the Bankruptcy Act. 


10. §8 of the Bankruptcy Act. 
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Ascertaining the Amount and Nature of All Debts 


This will include inquiries as to the amount and nature 
of the debts and obligations, of every kind and description, 
whether based on contracts, goods sold and delivered, 
loans, negligence, auto accidents or other tort claims and 
any other obligations. 

Inquiry should also be directed as to whether there are 
any liabilities based on guarantees, endorsements, co- 
maker signatures and contingent obligations. 

The purpose of this inquiry is to insure the scheduling 
of all possible obligations. The inquiry should include 
probing as to loans from banks, loan companies, financial 
institutions, as these types of obligations are based upon 
a loan application embodying a financial statement and 
many debtors are unaware that they have issued a finan- 
cial statement, whether acting as the maker applying for a 
loan, or as a co-maker or endorser, or acting in an ac- 
commodation capacity for friends and relatives endeavor- 
ing to obtain a loan. 

Only recently did a court have the occasion to pass 
upon a situation where a voluntary bankrupt filed sched- 
ules but neglected to schedule as one of his creditors, an 
endorser of one of his loan obligations. The note, at the 
time of the filing of the petition was held by the bank. 
After the filing of the petition the endorser had to pay the 
bank. The bankrupt failed to list the endorser who had no 
knowledge of the filing of the petition. After the bankrupt 
obtained a discharge the endorser brought suit against the 
bankrupt and the court held that by reason of the failure 
of the bankrupt to schedule the endorser and by reason of 
the failure of the bankrupt to prove notice or actual know]- 
edge on the endorser’s behalf, bankrupt’s liability to the 
endorser was not extinguished.!! 

As to negligence and tort claims, inquiry should be di- 
rected as to whether suits for negligence (automobile ac- 
cident claims) have been instituted or pending. A negli- 
gence claim in suit is dischargeable,'? whereas one not yet 
in suit is not provable, and hence not dischargeable.' 

Having ascertained that bankruptcy is available to the 
debtor, the next step in proceeding with the filing of the 
voluntary petition is to obtain a complete statement of as- 
sets and liabilities. 

It is important to note at this juncture that the debtor 
be clearly advised that tax claims as such are not dis- 
chargeable, so that any tax obligation owing to the Direc- 
tor of Internal Revenue, the State, or the local munici- 
palities is not and cannot be discharged."4 

However, debts owing to a governmental agency, 
whether the United States, state or municipality, arising 
from contracts or loans, are dischargeable—such as the 
Federal Housing Authority, Small Business Administra- 
tion and the Veteran’s Administration. 


Tax refund claims may be an asset of the bankrupt de- 
pending upon the factual situation as to who paid the in- 
come tax, and whether a joint return has been filed. If the 
debtor paid the tax, the refund will pass to the Trustee. 

Impress upon the client the need for thoroughness in 
furnishing the names, addresses and amounts of every 
creditor. A bankrupt’s discharge is effective only as to the 
creditors scheduled and those creditors he can prove had 
actual knowledge of the bankruptcy proceeding within 
the time to file a proof of claim—six months from the date 
of the first meeting of creditors—and before the granting of 
the discharge.!® 

Attention is called to the fact that bankruptcy will not 
grant any relief where the debtor is in default upon any 
supplementary proceeding examination in a state court 
proceeding, or where he has been fined for any default or 
contempt. The bankruptcy court does not have jurisdiction 
to relieve the bankrupt of his default, contempt or any 
fine assessed in such proceeding.!* Hence the urgency of 
warning the bankrupt, where there are proceedings pend- 
ing in the state court, to avoid any default until the bank- 
ruptcy proceeding has been filed and a stay of state court 
proceedings procured by an order of the bankruptcy court. 


The Voluntary Petition, Schedules 
and Statement of Affairs 

There are official forms which should be obtained from 
the legal stationer. They come in sets of four. Three sets 
are for the court and the fourth set is your office copy. 

The forms consist of a one page voluntary petition 
wherein you set forth the name, address and occupation 
of the debtor, and name and address of his employer. The 
petition must be signed and sworn to before a notary. 

Then follows the schedules as to assets and liabilities. 
The schedules as to liabilities being designated the “A” 
schedules and those as to assets as the “B” schedules with 
separate oaths to be executed as to the “A” and “B” sched- 
ules. 

Finally, the statement of affairs must be prepared and 
executed. The statement of affairs contains inquiries as to 
the debtor’s activities. Use Form #2 (for a debtor not en- 
gaged in business). This form contains 11 inquiries with 
numerous subdivisions, each of which must be answered. 

The questions are as follows: 

1. (a) Name—here you should not only set forth the 
debtor’s name but any alias or other name, or combina- 
tion of names by which he had been known in the past 
or under which he incurred any ydebts. 

(b) The residence of the debtor and then all other 
places of residence within the preceding six years. 

2. His occupation, name and address of his employer, 


11. Coller v. Harmon T/A Harmon House (D.C. Court of Ap- 
peals) March 20, 1967, CCH Bankruptcy Reports 62162. 


12. §63(a) (7) of the Bankruptcy Act. 
13. §$63(a) (7): $63(d); §57(d) of the Bankruptcy Act. 


14 §17(a) was amended, effective October 3, 1966 so as to 
provide for the dischargeability of taxes that were legally 
due and owing more than three years preceding the filing 
of the petition. However, tax liens are not dischargeable, 
nor are taxes for withholding, nor are taxes due and owing 
by reason of the failure of the bankrupt to file returns or 
by reason of the bankrupt’s having filed a false or fraudu- 
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lent return, or attempted to evade or defeat the Internal 
Revenue Law. 
15. §17(a) of the Bankruptcy Act. 
In re Lyons (D.C.N.Y.) 287 Fed. 602. 
Oliver v. Kroff 143 So (2d) 497. 
Application of Kidly, 48 Misc. 2d, 99 262 N.Y.S. 2d 310. 
Cohen v. Levensteim, 140 Ga. App. 410, 121 S.E. (2d) 836. 
Venson v. Housing Authority (C.A.5) 337 F.2d, 216. 
16. Fines and Contempts 
Fine- In re; Thomashefsky (C.A.2) 51 F. 2d 1040 
In re McRoberts (D.C.N.Y.) 17 F.S. 82 
Contempt- In re DeGraaf (D.C.Mich) 22 F. 2d, 163 
In re Metz (C.A.2) 6 F. 2d 962 
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or where he carried on his trade. 

(a) His connection with any partnership or cor- 
poration in the preceding six years. Here, if he had been 
a member of a partnership or an officer of a corporation, 
this information should be set forth, to wit, the name 
and address of all individual businesses, partnerships 
and/or corporations and his office therein. 

(b) The amount of income received from his trade 
or employment in the preceding two years. 

(c) Income received from other sources. 

3. Income tax returns—here set forth the data as to 
the filing of federal and state, and if appropriate, city tax 
returns, indicating the place where filed and for the peri- 
od covered, which is within two years of the filing of the 
petition. 

4, Bank accounts and sate deposit boxes—this in- 
cludes checking and/or savings accounts, whether in the 
individual debtor's name or in joint name, or in any 
other name, upon which the debtor has the right to 
withdraw funds. 

(a) Safe deposit boxes—set forth whether in the 
name of the debtor or a joint name or upon which he 
has power of attorney, giving the name and address of 
the depository, within the past two years. 

5. Books and records—Here set forth a description 
of the books, papers and documents, which includes 
checkbook stubs and cancelled vouchers, kept by the 
debtor within the past two years and indicate in whose 
possession they are and whether any records have been 
destroyed. 

6. Property held in trust—this refers to property be- 
longing to a third person or for the benefit of a third 
person and in which the bankrupt does not have any 
interest, setting forth the name of said person, his ad- 
dress, a description of the property held, and its value. 


7. Prior bankruptcies or other proceedings—here the - 


information sought is whether there have been any 
bankruptcy proceedings within the past six years and if 
so, the name of the court, the nature of the proceeding 
and result of discharge must be set forth; also whether 
any property of the debtor is in the hands of a receiver 
or trustee, or whether there has been any assignment for 
the benefit of creditors within two years preceding the 
filing of the petition. 

8. Suits, executions and attachments—here must be 
set forth a complete schedule of all suits wherein the 
debtor is either the plaintiff or the defendant, within 
one year preceding the filing of the petition, giving the 
name of the plaintiff, the name of the court, the amount 
sued for and whether for goods sold and delivered, 
services rendered, loans, etc., and also the name and ad- 
dress of the attorney for the plaintiff in the suit. Also set 
forth whether any executions have been levied against 
the property of the debtor within four months preced- 
ing the filing of the petition. 

9, Loans repaid—this calls for a statement as to all 
loans repaid within one year preceding the filing of the 
petition, giving the names and addresses of the lenders, 
the amounts repaid and the dates thereof. 

10. Transfers of property—this calls for a description 
of the property transferred, the date, to whom, and the 
consideration received. 

11. Losses—the information requested is with respect 
to losses from fire, theft or gambling, within the year 


AgUeG U2S.17, 1°99 6.7 


preceding the filing of the petition, with dates and 

amounts and particularly a description of the property 

lost. 

The statement of affairs must be executed by the debtor 
and sworn to before a notary. 

The next step is the preparation of the schedules which 
accompanies the voluntary petition. 

Schedule A-] calls for the information with respect to 
priority claims. This includes priority wage claims, tax 
claims, debts entitled to priority under the laws of the 
United States, and then claims under state law which are 
entitled to priority, such as landlord’s claims for rent. In 
setting forth these obligations, the names and addresses of 
the employee and every taxing agency having a claim, in- 
dicating the nature of the tax obligation. Debts having 
priority under the laws of the United States include obli- 
gations to the Federal Housing Authority, the Small Busi- 
ness Administration and the Veteran’s Administration. 

Schedule A-2 calls for information as to creditors hold- 
ing secured obligations, and this includes the name and 
address of the secured creditor whether holding a mort- 
gage on real estate or a security interest under the Uniform 
Commercial Code, or any other type of secured claims, 
the nature of their security, its value; and the amount of 
the secured debt should be set forth with respect to each 
and every secured creditor. 

Schedule A-3 calls for the information with respect to 
the unsecured obligations. There must be set forth the 
name, address and amount owing to each and every 
creditor. This applies to every type of debt, whether for 
merchandise, services, utilities, loans, whether matured or 
contingent, whether admitted or disputed; claims based on 
alimony, judgments, endorsements or guarantees on be- 
half of former business associates or friends must be set 
forth. Likewise the names and addresses of the endorsers 
of the debtor’s own paper should be set forth as a contin- 
gent obligation, in the event the endorser has to pay the 
holder of the instrument and thus becomes the creditor, 
prior to the filing of the petition. Every debt should be 
set forth, even where a friend or relative has advised the 
debtor that he will not press the obligation and has re- 
quested that he be omitted from the schedules. This would 
be a tragic mistake as the omission of any debt might 
constitute a false oath and furnish the basis for objecting 
to a discharge, as well as possibly other proceedings. 

The debtor has the right to revive any indebtedness af- 
ter the filing of the petition so that if he desires to pay or 
revive any debt due to any friend or relative, or any third 
person, after the filing of the petition he can do so, but 
he should under all circumstances set forth and list the 
obligation in Schedule A-3. 

Where obligations are disputed they should be so in- 
dicated. If they are subject to setoff that too should be in- 
dicated. 

Schedule A-4 calls for unsecured obligations upon 
which the debtor is secondarily liable by reason of the dis- 
counting of notes or bills which should be paid by the 
maker or prior endorser of the instrument. The holders of 
the instruments should be set forth with their addresses. 

Schedule A-5 refers to obligations based upon accom- 
modation paper. The holder of the paper and his address 
should be set forth and if the debtor is merely the guar- 
antor or endorser, the name and address of the prior party 
liable should be set forth. This includes accommodation 
paper whether by way of a note, or bond or mortgage 
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and whether from a bank or finance company, or through 
an individual. 

This completes the data required as to the liabilities of 
the debtor. 

Proceeding now to the preparation of bankrupt’s sched- 
ules with respect to the assets: 

Schedule B-1 calls for the information with respect to 
the bankrupt’s interest in real estate and here there 
should be set forth any real estate of the debtor, whether 
in his own name, in a tenancy by the entirety or in a ten- 
ancy in common. In addition to setting forth the real es- 
tate, the encumbrances thereon should likewise be indi- 
cated. It is good practice to refer to Schedule A-2 with 
respect to the details of these encumbrances., 

In New York, and many of the other states, the bank- 
rupt’s interest in a tenancy by the entirety is only a right 
of survivorship, but it passes to the trustee and may be 
sold by the trustee, usually for a nominal sum. In many 
states the bankrupt’s interest in a tenancy by the entirety 
does not pass to the trustee, as under state law it may not 
be subject to the claims of creditors. 

A tenancy in common is a vested actual interest in real 
estate and passes to the trustee. 

The value of the bankrupt’s interest in the real estate 
should be set forth and this can be upon an estimated 
basis. 

Schedule B-2 calls for the information as to any cash, 
notes, stocks, bonds belonging to or in which the debtor 
has an interest, inventory, household goods, furniture, 
books, pictures, animals, automobiles, farm stock and 
equipment, shipping, machinery, fixtures and equipment, 
tools, patents, copy-rights, trade-marks and all other per- 
sonal property, with their estimated value. 

Attention is called to the fact that in setting forth house- 
hold goods, personal property and wearing apparel, the 
claim for exemption under state law should be asserted. 
Likewise claims for exemption should be asserted with 
respect to tools, or any other property which may be 
exempt under state law. In many states an automobile is 
exempt. 

Schedule B-3 requests information as to accounts and 
loans receivable, policies of insurance, unliquidated claims 
of the debtor and deposits. 

(a) With respect to insurance, policies of life insur- 
ance should be set forth indicating the name of the insur- 
ance company, the beneficiary, the estimated cash sur- 
render value and again, the policy should be claimed to 
be exempt under state law to the extent of the exemption 
granted. 

(b) With respect to deposits, this applies not only to 
monies on deposit in any checking or savings account but 
also with landlords, and utility companies. If these de- 
posits are subject to any setoff the same should be indi- 
cated. 


17. Matter of Star Spring Bed (D.C.N.J.) 243 Fed. 957 
Turner v. Bovee (C.A. 9) 92 F. 2d 791 
Phillips v. C. Palomo & Sons (C.A. 5) 270 F. 2d 791 
Matter of Reiter (C.A. 2) 58 F. 2d 631, Cert. Den. 287 
U.S. 652, 53 S.Ct. 116 
Seiden v. Southland Chenilles’ Inc. (C.A. 5) 195 F. 2d 899 
In re O’Hara (D,.C.Pa.) 162 Fed. 325 


18. §6 of the Bankruptcy Act. 


19. Homestead Exemptions are granted but limited in value to 
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Schedule B-4 requests information as to any interest in 
reversions, expectancies and property in trust held for the 
debtor, including any power or right to dispose of the 
property. It also calls for information with respect to any 
prior conveyances for the benefit of creditors, executed 
by the debtor, as well as a statement as to the fees paid 
to the attorney for the debtor. 

Schedule B-5 relates to property claimed to be exempt 
whether under laws of the United States or under state 
law. Attention is called to the fact that all exemptions 
should be claimed and set forth. Exemptions with respect 
to household furniture, wearing apparel, as well as insur- 
ance, pensions and retirement funds should be set forth 
and claimed as exempt as the failure to schedule and 
claim the exemption may result not only in the loss of the 
property but also the exemption. 

Schedule B-6 calls for information with respect to 
books, deeds and papers and a brief description of the 
same should be set forth, together with their location, 
with the indication as to who is in possession of the 
same. 

The schedules of assets and liabilities are concluded by 
oaths as to Schedules “A” and “B” which should be exe- 
cuted and sworn to before a notary public. 

This is followed by a summary of assets and liabilities 
which is merely a recapitulation of the “A” and “B” 
Schedules. 

In completing the petition, statement of affairs and 
schedules, attention is called to the fact that they are ex- 
ecuted and filed in triplicate, upon payment of the filing 
fee of $50.00. 

The right to exemptions is one of state law. The Bank- 
ruptcy Act recognizes the allowance of exemptions granted 
to a bankrupt by the laws of the United States and state 
laws in force at the time of the filing of the petition, in the 
state where the bankrupt had his domicile.1* 

However, no exemption will be allowed out of any 
property transferred or concealed, in fraud of creditors or 
out of property recovered, or from transfers set aside by 
the trustee.!8 

The provisions of the Act emphasize the need to sched- 
ule exempt property and to claim the exemption. Exemp- 
tions may vary from state to state, depending upon state 
law.19 

The personal property exemption laws likewise provide 
marked variances in their scope from state to state. While 
household goods, furniture and wearing apparel are prac- 
tically uniformly exempt in every state, the exemptions 
with respect to the value thereof as well as the value of 
farm equipment, tools and implements of trade, books, 
library and automobiles vary from state to state. 

In New York the exemptions granted to a bankrupt are 
set forth in §5205 C.P.L.R. There is no limit on the value 
of wearing apparel, household goods and furniture, which 


$1,000 in Maine, New York, North Carolina and Ohio. 
They are unlimited as to value in Florida. There are no 
homestead exemptions in Connecticut, Delaware, District 
of Columbia, Indiana, Maryland, New Jersey, Pennsylvania 
and Rhode Island. Nevada has a $10,000 homestead ex- 
emption. California may even have a higher value home- 
stead exemption. 

As to recognition of State Homestead Law by Bankruptcy 
Court, see: 

Elliott v. Ostman, (C.A.9) 340 F, 2d 581 

Esten v. Cheek (C.A.9) 254 F. 2d 667 
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are exempt in New York, but as to personal tools, imple- 
ments of trade and library the limit of the exemption is 
$600.00.2° 

Workmen’s compensation benefits, including injury and 
sickness are exempt.?! 

Under the laws of the United States pension money, 
soldiers’ pensions, railroad retirement benefits, soldiers’ 
savings, are exempt from levy and do not pass to the 
trustee.?2 

Social Security, Federal Old Age Pensions are likewise 
exempt by reason of the fact that they are not subject to 
levy, execution or garnishee by creditors. Hence, they are 
not affected by any insolvency law or the Bankruptcy Act, 
and do not pass to the trustee in bankruptcy.”3 

Unemployment insurance benefits in New York are 
exempt and are probably exempt by like statute in the 
various states of the Union.74 

Depending upon state law, life insurance policies, their 
proceeds and cash surrender value are likewise exempt but 
this is conditioned on the proceeds being payable to a 
named beneficiary, particularly the wife and children or 
relatives of the insured. This also applies to disability 
benefits and annuities.25 If the policies, however, are pay- 
able to the estate of the bankrupt the proceeds, to wit, the 
cash surrender value at the date of the filing of the peti- 
tion, passes to the trustee.*" 

Exempt also are pensions including those of teach- 
ers;27 police and firemen;?8 the rights to benefits of state 
employee retirement systems;2° benefits from pensions and 
retirement systems of private firms,3° as well as benefits to 
employees in the military and naval service. 

Spendthrift trusts, that is property held in trust for 
the benefit of the debtor created by a third person is ex- 
~empt but 10% of the income of such a trust may be 
reached by the trustee while 90% is exempt. 

In New York 90% of all personal earnings within 60 
days before the filing of the petition, and all earnings af- 
ter the filing of the petition are exempt.®* 

Inheritance and executory devises coming into realiza- 
tion within six months of the filing of the petition will 
pass to the trustee. Hence, if not originally scheduled 
the bankrupt will be obliged to file an amended sched- 
ule so as to set forth this asset, in order to avoid being 
charged with concealment of assets. Therefore, it is im- 
portant to call the debtor’s attention to this possibility in 
weighing the advisability of filing a petition. 


20. C.P.L.R. §5205. 


21, New York Workmen’s Compensation Law §§33,218. 


22. 38 U.S.C. (Veterans benefits) §3101 
$4747 of U.S. Revised Statute 
10 U.S.C. 1440 re: armed forces 
42, U.S.C. (Public Health & Welfare, Social Security) 407. 
In re Jones 166 Fed. 337 
McIntosh v. Aubrey 185 U.S. 122 
In re Barry (D.C.N.Y.) 52 F. Supp. 496, Affd (C.A.2) 141 
F. 2d 1021. 


23. 42 U.S.C. §408. 
24. New York Labor Law, $595. 


25. New York Insurance Law. 

26. §70(a)(5) of the Bankruptcy Act. 
27. New York Education Law, §524. 
28. New York Village Law, §199-3. 


AMG Ucsat 1.9567 


Though a matter of state law, it is almost uniform that 
a debtor’s negligence suit for injury to property passes to 
the trustee, as an asset of the debtor. 

Negligence suits for injury to person do not pass unless 
the same had been reduced to judgment prior to the filing 
of the petition. 

Attention is called to the fact that whether tort actions 
pass to a trustee is a matter of state law. Normally, the 
criterion is whether the same could be reached by creditors 
of a debtor, absent bankruptcy. If so, it passes to the 
trustee. However, if a judgment had been obtained in the 
debtor’s negligence suit involving injury to person, prior 
to the filing of the petition, then there is no question 
that the judgment and the right to proceed and collect 
thereunder pass to the trustee.*4 

Briefly, all property that could have been transferred by 
the debtor, or levied upon and sold under judicial process 
upon a claim of a creditor, passes to the trustee.35 

Having had the petition, schedules and statement of 
affairs prepared and executed in triplicate the next step 
is the filing of the same with the Clerk of the court and 
the payment of the filing fee of $50.00. In a no-asset case, 
if the Referee employs a stenographer, there may be an 
additional expense for the first hearing before the Referee 
for the cost of the minutes of the hearing. 

Upon the filing of the voluntary petition the provisions 
of the Bankruptcy Act are brought into effect. 

As the Act requires the scheduling of every liability 
and all property belonging to or in which the bankrupt 
has an interest, if it is ascertained that something has 
been omitted, either by way of a liability or an asset, 
steps should be taken to amend the schedules to add the 
asset, on an ex-parte application made to the Referee. 

To amend the schedules by adding creditors—this 
should be done by way of a motion on notice to the credi- 
tors sought to be brought in and the trustee, if there is 
one, but this may entail a filing fee of $10.00, in the light 
of the recommendations of the Administrative Office. 

The entry of the order of adjudication follows, as a 
matter of course.36 On the entry of the order of adjudica- 
tion the proceeding is referred to a Referee. The Referee 
will send out notices of a first meeting to be held not less 
than 10 days nor more than 30 days after the date of adju- . 
dication in bankruptcy,37 which is normally the date of the 
filing of the petition. 

If at the time of the filing of the petition the bankrupt 
was subject to law suits as well as garnishees, the next 


29. New York Retirement Social Security Law, §110. 
30. New York Insurance Law, §200(7). 

31. C.P.L.R. 5205. 

32. §5205 C.P.L.R. 

33. §5205 C.P.L.R. 


34, §5205 C.P.L.R. 


35. §70 of the Bankruptcy Act. 
In re Buda (C.A.7) 323 F. 2d 748, but see as to California 
law—In re Farris, 217. F.S. 598 (N.D.Cal.) and In re 
Carmona (S.D.Col.) 
224 F.S. 497, Affd 336 F. 2d 518 
Ruebush v. Funk (C.A.4) 63 F. 2d 170 
Sibley v. Nason, 196 Mass. 125 
In re Burnstine (D.C.Mich.) 131 Fed. 828 
In re Fahys, Jr. (D.C.N.Y.) 68 F.S. 529 


36. §22 of the Bankruptcy Act. 
37. §55(a) of the Bankruptcy Act, 
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step is to apply to the Referee for an order to stay the 
further conduct of any suit or proceeding pending in the 
state court against the bankrupt, as well as to stay further 
collections upon any garnishee outstanding, pending the 
hearing and the granting or denial of a discharge to the 
bankrupt.38 

The contents of the petition for a restraining order 
should allege, amongst other things, that the debts upon 
which the suits or garnishees sought to be stayed are 
scheduled; that the debts are dischargeable and that there 
has been no default nor fine levied in the state court 
proceeding. 

With respect to the restraining order as to suits pending, 
the application normally is ex parte. While the same prac- 
tice is applicable to garnishees in the Southern and 
Eastern Districts of New York, the better practice, where 
a garnishee is sought to be restrained, would be for the 
application to be on notice to the judgment creditor, his 
attorneys, the marshal or sheriff that has served the 
garnishee and the employer of the bankrupt. 

Upon the granting of the application, copies of the 
order should be served upon the attorneys for the credi- 
tors, whose suits are enjoined, as well as upon the em- 
ployer and the marshall or sheriff. 

The normal procedure with respect to restraining a 
garnishee would be for the employer to continue to 
deduct and set aside the amount required under the 
garnishee order and to accumulate the same pending 
the granting or denial of a discharge. If the discharge is 
granted, then an application should be made, on notice 
to the attorney for the judgment creditors, marshall or 
sheriff and employer, before the Referee, for the purpose 
of directing the employer to turn over the accumulated 
funds to the bankrupt. 

The service of a copy of the restraining order entered 
by the Referee, upon the attorneys for the creditors, has 
the effect of enjoining any further proceeding in the state 
court until the question of a discharge is determined 
before the Referee. The purpose of this is to afford the 
bankrupt the right to assert the defense of discharge in 
the state court proceeding, should the creditor seek to 
continue the further prosecution of the action after the 
discharge. 

The procedure applicable to the stay of suits and 


38. §11(a) of the Bankruptcy Act. 
Hill v. Harding 107 U.S. 631 
In re Rosenthal (D.C.N.Y.) 108 Fed. 368 
In re Weisberg (D.C.Mich.) 253 Fed. 833 


39. §$11(a) of the Bankruptcy Act. 
Collier on Bankruptcy pp. 1138-1162 
Orgill Bros v. Coleman, 146 Misc. 217 
9 Am. B.R. (N.S.) 481, 111 So. 291 
Matter of Innis (C.A.7) 140 F. 2d, 479 
Cert. Den. 322 U.S. 736, 64 S.C.R. 1045 
In re Seibert (D.C.N.J.) 133 Fed. 781. 


40. §2(a) (15) of the Bankruptcy Act, which provides as follows: 
“Make such orders, issue such process, and enter such 
judgments, in addition to those specifically provided for, as 
may be necessary for the enforcement of the provisions of 
this Act: Provided, however, that an injunction to restrain 
a court may be issued by the judge only.” 

It is well to note the differences in the application of 
§2(a) (15) and §$11(a) 

Section 11(a) pertains to stays of “in personam” suits that 
are pending against the bankrupt at the time of the filing 
of the bankruptcy petition, and are based on claims which 
would be dischargeable, 
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garnishees apply with like force and effect with respect 
to wage assignments. Where a creditor has proceeded 
under the wage assignment prior to the filing of the 
petition, a stay order may be procured but, once again, 
deductions would have to be made and accumulated by 
the employer pending determination of the question of 
a discharge, with the same procedure to be pursued as 
is applicable to a garnishee. 

The bankrupt has the right to apply in the state court 
where suits are pending against him for a stay, based upon 
the filing of the petition and the provisions of the 
Bankruptcy Act.3® 

With respect to suits instituted after the filing of the 
petition, the bankruptcy court likewise has jurisdiction to 
enjoin the same.?° 

It has been held that the court may issue a restraining 
or enjoining order directed against “all persons” and that 
such a general ex-parte order entered at the beginning of 
the bankruptcy proceeding operates In Rem as well as 
In Personam.*! 


It is the duty of the bankrupt to attend the first meeting 
and submit himself to examination by the court, creditors 
and /or the trustee.4? 


The bankrupt may also be examined under §21(a) 
of the Bankruptcy Act should the trustee or creditors 
deem it necessary. The scope of the examination is broad, 
general, unlimited as to time, except in the discretion of 
the court as to what is necessary in tracing the bankrupt’s 
activities, assets, liabilities and transactions. 


Dependent upon the facts developed on the examina- 
tions, as well as some independent investigations, the 
trustee is vested with the right to institute proceedings for 
the recovery of any transfer of money or property that he 
believes constitutes a preference, made within four months 
of the filing of the petition in bankruptcy, in which 
proceedings the respondent would be the transferee or 
the transferee and the bankrupt, with a recovery likely if 
the trustee can establish all the elements of a preference.*? 

The trustee may also institute proceedings to recover 
transfers. he deems to be made with the intent to hinder, 
delay and defraud creditors, that were made within one 
year of the filing of the petition in bankruptcy.‘* 


In addition, the trustee has the right to institute pro- 


Section 2(a) (15), amongst other things, applies to suits in- 
stituted after the bankruptcy petition has been filed. 

1 Collier on Bankruptcy, 14th Ed. pp. 301, 305, 315, 
1138-9. 

Northeastern Real Estate Securities Corp. v. Goldstein, 276 
N.Y. 64. 

In re Hicks (D.C.N.Y.) 1383 Fed. 739. 

Hisey v. Lewis—Gale Hospital, 27 F.S. 20 §113 of the 
Bankruptcy Act. 


41, Converse v. Highway Construction Co. (C.A.6) 107 F. 2d 
127, 
Zeleznik v. Grand Riviera Theater Co. (C.A.6) 128 F. 2d 
5a: 


42. §7 of the Bankruptcy Act. 


43. $60(a)(b) of the Bankruptcy Act with respect to the defini- 
tion of a preference and the elements required to establish 
the same and the various circumstances and causes of action 
connected to and appropriate to set aside acts constituting 
a preference. 


44, §§67 and 70(c)(e) of the Bankruptcy Act, with respect to 
the rights and circumstances under which the trustee is 
granted the right to institute proceedings to set aside 
transfers in fraud of creditors. 


COMMERCIAL LAW JOURNAL 


u, 


py ee 3 


ae 


| hed 
7 
~ - oes % 
wr? ri 
 Beenina 
; . 
7 


elie | 


corr 
7) ee 


bth” 
f bd, to bys: 
id nevi al enn ap aligss wihy” 


| 
hs wat 


ape 


ee 


ie a i. 


no Se Lice 
tian hota enShy slaty qa, 
0. We 


ie) 


dd id ern tay tii: wee rT fh. 


Bry welvn) ie spl They 7 adi it fet 
’ 


a yee 
] yore af) Aw 
wi selellier 


meprer, ar 


; ‘ait ed 


aa det 


phate: ~ raw: it al) ete 


Thiel hat) 


we 


logins hl? 
aecavetl } 
we 


wim wy 


1 j Py iy 


* Ginnie we 


Hise 


da} ity 


mnt ad 


OF ties my hitter: 


eal oeal ogy) TF 


rar 
aa 


Tal 


ac at 


Syn 


Vovly 


ani re 4y fries iyo by de LL » re ae Ti ee 
} ' . pers MME aM fh I, NY? ' Pisa 7 wet) 
, 
7 w tire, » fs i wre ry eT peter tl Labatt 
Fiqgiraois mf" gry ay H4°TH) i po) OF 
7 ; ile oP 2aiey ni ue 
7 Ae we Lote youle 3 1! wget) 
ely MA ire hh) esevienipbe | dnl 
wal ne Veer per aa? {v}+ « A w ¥ TD wey 
7 nt saith yas "tht ( ewits, Vs ie iu WA pti) 
¥ Ma Yaa) 6s) 7 Aen vita) 
a iloirlw 1 Peinise yy aeltyiag +yrkf mith wh 
f we ete a! M a byl ip pheyy wilt Pry 
? why ae LP ire sehr rina 1) a7 riley , OT 
We why eigrs te i ie i] ’ : ! if vy ya? iy 
; VIVO J ty ryyripe * Lai a 
' Mibitnl wa) to ti vey “ow lo 
7 worn rinmt a tytvt} ral! wha THT y+ Wu , 
et Pt dl j é 7 A Y 7) ¢ 
tg "ose ‘PN py i nit) rr 
7 } — — — 
a moet ebighe wef, tage: ov etiyen MG 
: tial Pwd a ii fy Pir r i 
j FIG met ri ¥ | dint Tay. n ) 
: q OTS erie) 9 vai rei Vk TGhAl wekzien 
a a! hae 
aN et we ‘. LAT 9 
ad in ttt wm 7 Wt ie 
it; A 
by 4 Ter ih ae) 4a ibe bed ged y ad “i. i 
a } 
he 4 agi 'n Ath 4.) AVE forks lye? hie i s 
? ' ie 
BA Higa and Va T) 
: at To Jaye fike A einnieG + Le ee rig 
oo] pmb, Hh pire i” all Dan bortendsny w Wy wt 
repens LAN awinetar ie VGe Aretien oft GTS Nes ht 
Bate Wee Tie wi! oe bury aT Pn eaters 
weirs Prey ' 
hw ak eee le 1% fXoWT trun EL td 
ml dog: Tohoe eaietRes Tink. Holy den 
m “On. Wala 


7" ad yslgnet 


says equ a a 


Ot was aayO a8 ih MOD 
Wins |. P i =" 


pie eal ae “ 
om A ae 2 athe en 
larg evar ah“ 
oily, ae, ile 
nl? qt sa By Li a 
val Nia Hurt 
Pri bavitg yi Wl, 
| Nidhi at i 
wilt Ti) ayn ‘Pott lAbage oe” 
ih inexs wile iat La AGI att re 
aft it ioepey aip iy ‘ Joh 


alt ler. 


é he 
ar Ay poe 


oe, as ro) niet an ’ 
Pree fioge ay hides i gr 
ft edt al THI Gieoy ails Pts) ity} si iti , 
wiht yeah ei ep N ag ap sie h, 
rel  a0u ul? Pialipas ee Ty it, ohare aATaArT 
wm salt 3 Guth ih ft": ey yin. 
oa! wiggly: ah Tie ye Aha wu apy we By! 
fied ies. Ws apa, oo ot ‘aru 
ened) Tee ei nak vila h ; 
Pedi, ape teat 4 aaa i SHY: Yat vr 
“ny rliad wate Fewnit! 
ibs aCe hy. lee desta: fe ‘ty oenacaey 
ints vi on Tor tty wp ‘Hetty nena wal 
i Hi # Lipo lreven: wires iy ‘Oia. Vs P09 gil 
loath cit tbat, fo Wh ta Sat aii THITHO 
4H nett, a lo @wtetuy oll vet SHY, sida 
ea Hf drat, of diy afi Te | 
J ve a) Gio alba gy FW Ed shoe Air 
ert hie 40) Fuebwite ogy. wie) as sarirtti re 
wi, mal! eomrind! salts 
Its i ods me gt marvin att 
an To eee eee Oe ie 
Ay. CAT Le ne ah. hw babble Pal) 
pr Di ony ee way rv Vyit : 
il a) oe I) ai aAiaes | ty 1 
OGL ts va Brredanyh oy ot 


re, WMT EIS minll ot) i ( AS (if 


‘toy Spee ‘ ny ia eg: My AA, 

Trt 10 ia! sgt = at | Sec } 

ie tT) 1Bt es RY shy 

OM 1d UP WA = Warm aeisgh 
1) De) ee eed is (oO te 


ty Tope h CMT ore ag -inl 


SLD, Aig GAP seh ob 
ivi Vidhs 
» On Taliban aiid A afi aid 


i@a has res bey Yeni i i — tah 


“ula wit 
io mond 


» e 
a Pay) 4 


run 


Ha vendita wt! :] 


Nandgnanie 
pt vi * py tn 
rhe rid AG 


as 


w 


ceedings, to set aside transfers regardless of the time of 
the transfer, where the charge is that the transfer was 
made with the intent to conceal the same from creditors, 
with the intent to hinder, delay and defraud creditors, and 
that the property was and still is the property of the 
bankrupt, and that the transferee is merely the alter ego 
or agent of the bankrupt.?° 

The usual practice of the Referee is to send out a dual 
notice setting forth the date of the first meeting of 
creditors, and also the date on or before which specifica- 
tions of objections to the bankrupt’s discharge must be 
filed. This, in effect, means that specifications of objec- 
tions to the bankrupt’s discharge must be filed prior to 
the date fixed by the Referee or otherwise the bankrupt 
will be granted his discharge. 

The grounds of the specifications of objections to a 
discharge are set forth in §14(c) of the Bankruptcy Act. 
However, it is deemed bad practice, inviting an applica- 
tion to dismiss for insufficiency on their face, to allege 
specifications in the language of the Statute. The specifica- 
tions should set forth the particulars and facts in support of 
the grounds urged in objecting to the granting of a 
discharge, so as to acquaint the bankrupt with the basis of 
the objections. 

Where specifications are filed, a trial or hearing will 
follow. The specifications are not determined ex-parte 
or summarily, but only after a full and complete hearing 
under the provisions of the Bankruptcy Act. 

The decision of the Referee is usually supported by 
findings of fact and conclusions of law.*® 

The right of a discharge may be forfeited if the bank- 
rupt fails to appear on the hearing of objections to his 
discharge. 

It is important to note that the Bankruptcy Court merely 
passes on the right to a discharge, not its effect. The status 
of the debt, whether it is dischargeable or not, whether it 
comes within $17(a) (2) of the Bankruptcy Act, is a mat- 
ter for determination by the state court, and the bank- 


45. $70(c)(e) of the Bankruptcy Act. 
46. $14(e) of the Bankruptcy Act. 


47. Ciavarella v. Salituri (C.A.2) 153 F. 2d 343, 344; 
Hilton Credit Corp. v. Jaggli (C.A.9) 366 F. 2d 793; 
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ruptcy court, except in the most unusual circumstances, 
will refuse to pass upon the issues and will likewise refuse 
to enjoin the prosecution of any action in the state court, 
except for that purpose.4* 

Debts created by fraud, which come within the provi- 
sions of §17(a) (2), include and encompass debts created 
in reliance upon a false financial statement. This means 
that in a vast majority of instances, debts created by a 
loan from a bank, financial institution or loan company 
will be claimed to have been incurred by fraud, and 
upon which the institution may well bring a suit after 
the granting of the discharge, on the ground that the 
obligation was not dischargeable.48 

It cannot be too strongly emphasized that suits instituted 
after the granting of the discharge must be defended. It 
is an absolute requisite and in the answer to such a suit 
the defense of discharge must be asserted in order to test 
out the dischargeability of the debt sought to be en- 
forced. 

It is in these suits, whether in the state court or in 
a plenary suit in the Federal court, that dischargeability 
of the debt will be determined. After the granting of a 
discharge, the prosecution of suits previously stayed may 
be resumed as the effect of the stay expires on the granting 
of the discharge. 

Once again, it is imperative on the part of the bankrupt 
to defend such suit and to plead affirmatively as a defense 
the discharge granted in the bankruptcy proceeding. 
This is an absolute necessity in order to test and obtain a 
determination as to the dischargeability of the claim in- 
volved in the litigation. 

With this explanation of the basic practice and pro- 
cedure with respect to the handling and filing of a 
voluntary petition, and whether the debtor can obtain the 
requisite relief under the provisions of the Bankruptcy 
Act, the general practitioner should be in a position to 
proceed to take care of the average and normal involuntary 
petition in bankruptcy, where there are no complications. 


Fallick v. Kehr (C.A.2) 369 F. 2d 899. 


48. For an extended discussion as to the status of debts within 
$17(a) based upon a false financial statement see: First 
National City Bank v. Haymes, 268 N.Y.S. 2d 820, 49 
Misc. 2d 939 (1966) and cases cited therein. 
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REPORT ON 1966 NONBUSINESS BANKRUPTCIES BY STATES 


Statistics on bankruptcies, recently released, show that for the fiscal 
year ending June 30, 1966, there was an all-time high of 192,295 bankruptcy 
cases filed in the 50 states and the District of Columbia. Total bankruptcy 
cases in 1966 increased by 6.7% over the 180,259 cases filed during the pre- 
vious fiscal year, Bankruptcy cases excluding nonbusiness voluntary proceed- 
ings totaled 16,394 in fiscal 1966, down 2.8% from the 16,863 cases filed in 
fiscal 1965, 


Bankruptcies filed by employees and others not in business, totaled 
175,901 in the fiscal year ending June 30, 1966. Compared to the 163,396 who 
filed in 1965, there was an increase of 7.7%. The following tables have been 
prepared in the hope that lawyers, economists, businessmen and others who have 
specialized knowledge of the problems involved may have more detailed data 
with which to work, 


Six states accounted for over half of the bankruptcies commenced in 1966. 
These states are California, Ohio, Illinois, Alabama, Tennessee and Georgia. 
which in 1966 reported 52% of the bankruptcies commenced but had only about 
26% of the U. S. population, The same states have accounted for about the 
Same proportion of bankruptcies in each of the last several years, and with 
the exception of Georgia had the leading number of bankruptcies a decade ago. 
(See Table I.) 


Table II is designed to help in the analysis of the bankruptcy problem by 
pointing out the increase and decrease in nonbusiness bankruptcies by states 
in the last four years, and the number of bankruptcies per 100,000 population 
in each of the states in 1966 and in selected earlier years, The number of 
bankruptcies per 100,000 population in the U. S. in fiscal 1966 was 91 -~ up 
6 from 85 in 1965. The relative position of most states in the list of bank- 
ruptcies per 100,000 population has changed little over the last decade. For 
example, nine of the twelve states which had the largest number of bankruptcies 
per 100,000 population in 1966 were also among the top 12 in 1956 and 1961 -- 
Alabama, Tennessee, Oregon, Colorado, California, Georgia, Ohio, Maine and 
Washington. Some exceptions are worth noting, however. Illinois which had 
ranked fifth in 1956 and fourth in 1961 had dropped to sixteenth place in 1966; 
Virginia which had ranked eleventh in 1956 dropped to sixteenth in 1961 and 
twenty-third in 1966. Moving in the other direction has been Nevada which 
moved up from twenty-third place in 1956 to fourteenth in 1961, and in 1966 
was surpassed in bankruptcies per 100,000 population only by the states of 
Alabama and Tennessee. The trend in Arizona has followed a pattern similar 
to Nevada during the last decade, 


Cee 


nie a 4 ; 


NTH vs Niles re My es eee Mee! i HO panel’ es mae aes 
1: ww Sah" carte yg MaLehe ies ra eer jess By Aen br aay sale suse 
eetiad PEG Sel 34) Nee subse? th he pl sti) AREY, {i Meh enzbhe Fee 
g Soe Laat Atdye Soo Ze ere ai! ni, pau ute pe 91) O4 DALE. wean: 
’ % ns. >: ee “ii bov'y | | 34 4 pa rh tis) mee Sore af Megaesil evvti al eve 


oe $, Wedtutoy hay 7 ay ay mei ty “ Mikes : “Sayenlaa oaney ir eal) OLY 
21 Ronen 654.47 cyto» ER: 5 aod goo tepel Pane Get el befiees’ wp! 


, fob) in eekF 


e batbses sel 1 WV? Jtur eyeto lin Saayaicny 4 '¢422. Besa toads! 


‘4 Reh, coi ti ssa) || «Git, WC” afte Aton ae apmar 148 622 10. as 

F ied gTOLS 2: woo (ah ont AM.  Soecbeenisn!) die Aes 2 Go!) 
aie A Self) Scie! 2 ’ Int au pedes aus Ye Sw iit, ogar ‘mes Ni Vs 7)9 

- Be> Gelsesobi Asere suc ‘ic Meviguil oneelicea) Wid foe Seer baes 16 fo 


evi 34. dati if" 


; 
) be paca! an hs Saunt: spolyorinsd =e. 20,7 leo Seva '6) Bete otee eee 
ow! ‘ . - ‘ 
PGES tee Dal fevers... anpdsli ifguie i)  Ofdis eBLTToSR ED a! AR ee 2 45: 
* sian PING ae [ ju? be sssomicg S0rsdytaded sit-"ea AS besseeed) See arth 
- ae D ahie3 Suda 25) ‘jot ndeoh S¥ad “eryb34-sring 24] ch inte .e ose ame ; ces 
= ro i Afb 4 t- r ox gee Ti vend) cvs 266s" SF) pees iodo Me, BOL QI TEeSG i) Sed anew 
Pa a SOSH obs. ob, H ea naaA id Tedd Bekorok 2d? ite royar, 2c nerIgeen. 
iy) cy 7 . « * 5 
ne Sek: Sct eigenen, yc) 
=. 2 j 
: “wo pe lrigets youity simduSAd to. eter ann oda. of ig tadigd Mngt eal 2) iD eiees 
v yy 7 eB o . 
| i? Paeatese Md. aslogg HME es9nc 20am of sia goh bas senerene Sie see galante: 
; pet aka se CRA O08 “aa ses body iad “attr i tie? . Ganeyaireeeeee Wha n: 
a Late rin: onl). «eth, IHL I89 psJosi¢e O5-hon GOCE nt oI etesams oe oes 2 
74 ; . > ‘ : ; ve , = 1 os 
io af » ra wit Ques Lee: aa a) Pa ee 2 iid Kole. Reg <M pe f: PesiTe or a3 Qu » nt 
ti S804 SGL-2-85709% Je0u Loipeliieey oglagaiay sdf > SEAR aeeeamet: 6 


7 Meaberae deel, ws (FAG 9499] | Lagoon eager 96 lobed OOO URaL Vee Bed OFGis 
4.36 AGHUE: | Wor: Bisons hedichekiw Asani *iouw! oF Lo ease, Of aa? 
bts. ae A bd 99 BCs poco dele gase mel ab onl a eeeeeee 
me 8 ierosG. , abayed bi eS pahinaalep (ROEetO . sseconwat panels 
ids Aasvowod, Yai sad |W ate ote a fits 1495249 -amol” pyemagiae (4 o'' 
Shah ow, Maga eh eit ‘pal rrpoy fae SCGL al, Rae ln 
Ax hits Od Tettots 82 me Madang booties) Bel OSTA Sebot ft * 
ft 7ul 455515 4chiGoaky- at Bary 2A0T ak ae ee 
ree sw9! nt RRS, ae a oaieA batetalea pais Qavor 
2 det ogng 4, OO oxi Mais cece | “i Ueeeee as Pe 
Te eae aaa wong st 


Ve aren y 
ALN AD; 


o2= 


Compared to 1965, eight states had a decrease in 1966 bankruptcies 
relative to population -=- in Alabama bankruptcies per 100,000 population 
decreased by 13, in Georgia by 12, and lesser amounts in Connecticut, 
Louisiana, Maine, New Mexico, South Carolina and South Dakota. Twenty-two 
States had a rise in bankruptcies per 100,000 population equal to or greater 
than the U. S, average of 6 ~=- Nevada led the list with a rise of 33 follow- 
ed by Oklahoma with a rise of 23, 


Table III shows the number of Chapter XIII (wage-earner plan) cases com- 
menced, by states, for 1956, 1961, 1965 and 1966, The total number of Chap- 
ter XIII cases commenced in 1966 was 28,261 or 16% of nonbusiness bankruptcies. 
Chapter XIII cases as a per cent of nonbusiness bankruptcies varied widely by 
states in 1966 <= from none in Delaware and New Hampshire to 79% in Alabama. 
Chapter XIII cases as a percentage of all U. S. nonbusiness bankruptcies drop- 
ped from 18% in 1964 to 17% in 1965 to 16% in 1966. This drop reflects a more 
rapid increase in straight bankruptcies than in Chapter XIII proceedings in 
the last two years. This is in contrast to the experience in 1963 and 1964 as 
shown in the following tabulation: 


Per Cent 
Increase over the 
Number Reported previous year 
Total 
Nonbusiness Straight Chapter Straight Chapter 
Bankruptcies Bankruptcy XIil Bankruptcy AACE 
Commenced 
1962 ES Ze hes 109,237 Z2ROG0 on Sans 
1963 199,174 1145845 Za s29 5. 6.3% 
1964 155 182 127,894 27,288 11.4% 12.2 
1965 163,396 135,369 Z2o50a/ 5.8% 2.7% 
1966 175,901 147,640 2oaeos 9.1% 0.84 


While the bankruptcy law is a federal law, it is subject to differing 
interpretations in different districts, and it permits different personal 
exemptions depending on state laws. Moreover, the garnishment laws and their 
administration in the various states have differing effects on the number of 
bankruptcies by states, The conclusion that the use of bankruptcy by consum- 
ers depends on many factors other than the purely eeenomic considerations of 
the debtor has been spelled out succinctly by Professor Robert O. Herrmann 
of the Pennsylvania State University, as follows, "The distinction between 
financial distress and the choice of bankruptcy appears to be a useful one 
since the two phenomena, although related, can occur independently of each 
other. Not all financially distressed families necessarily resort to bank-~ 
ruptcy, nor is financial distress necessarily a prerequisite for filing bank- 
ruptcy. Factors related to these two phenomena have, however, been listed 
together indiscriminately as causes of bankruptcy in popular articles and in 
some studies,'"'* 


*"Families in Bankruptcy--A Survey of Recent Studies," JOURNAL OF MARRIAGE AND 
THE FAMILY, August, 1956, p. 326. 
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TABLE I 


NONBUSINESS VOLUNTARY BANKRUPTCY PROCEEDINGS 
FILED BY STATES, 1956, 1961, 1963 - 1966* 


Number of Proceedings Commenced 


1956 i961 3363 1964 1963 
‘Alabama 7,515 9,171 9,783 9,799 9,744 
Alaska ie 23 56 57 81 
Arizona 304 1,656 2,780 3,092 3,103 
Arkansas 157 346 407 433 556 
California Po70t | 28,575 24,641 26,980 30,197 
Colorado 1,125 2,452 2,900 3, 344 BOTAl 
Connecticut 441 768 beet O Rhee Poko 1,133 
Delaware 9 37 46 46 54 
District of Columbia 81 74 78 78 66 
Florida 64 269 435 525 589 
Georgia 1,914 5,920 6,464 7,362 7,815 
Hawaii 49 120 2056 239 299 
idaho 201 631 682 740 780 
Illinois 6,093 16, 356 14,057 14,900 13,587 
Indiana 538 Bei 4,268 4, 984 5,420 
tows 15 1,181 1,515 Gay 1,959 
Kansas 801 3,018 2,588 yesipine 2,764 
Kentucky 1,038 2,843 2,938 3,52! 3,908 
Louisiana 386 1,687 2 OSL ea Ue PM Ge 
Maine 557 1,196 1,569 1,760 Val 
Maryland 43 98 130 183 203 
Massachusetts 521 816 oe 1,082 Lee 
Michigan 2,067 5,579 5 544 5,585 6,009 
Minnesota 19252 2,813 2,421 2,817 2,899 
Mississippi 70 547 518 781 878 
Missouri 891 2,843 3,661 & 449 4,490 
Montana 98 354 499 392 eat 
Nebraska 269 617 824 951 878 
Nevada Bin gee 405 572 816 
New Hampshire 81 350 433 619 728 
New Jersey 295 512 Fit 811 886 
New Mexico 76 376 587 866 962 
New York 2,160 3.504 oli § 033 5,549 
North Carolina 4 ea 64 109 as 
North Dakota 12 71 ii? 168 190 
Chio 4,085 13,284 13,223 14,647 15,338 
Oklahoma 625 Fie say 2,000 2,626 bytie 
Oregon [3697 3,457 3,452 3,671 3,909 
Pennsylvania 94 359 520 624 636 
Rhode Island 173 228 283 353 361 
South Carolina 6 74 84 97 165 
South Dakota 14 62 102 113 159 
Tennessee oei33 6,339 12394 BL507 Byot2 
Texas 47 148 256 259 395 
Utah 330 523 811 yeiga 1,191 
Vermont 73 97 199 260 281 
Virginia 1,623 3,604 3,600 4,129 4,288 
Washington 1,665 0a 7 3,266 3,686 ela Ys 
West Virginia 721 1,042 1,110 1,302 1,391 
Wisconsin 1,283 2,842 2,988 3,028 3822 
Wyoming 56 194 326 367 420 
TOTAL 59 GORMMmId. 397 139,174  I550ta2 1653396 


4,400 
708 
436 
128 
141 


9,470 
426 
1,337 
325 
4,431 
4,280 
1,453 
3,344 
423 


175,901 


SOURCE: Administrative Office of the United States Courts, Washington, D, (See 


*Fiscal years ending June 30, 
source ag “employee” and "others not in business." 


Islands, and Guam are not included. 


Nonbusiness filings include those listed in the 
Puerto, Rico, Virgin 
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TABLE II 


Increase or Decrease in Number of Nonbusiness Bankruptcies; 
Bankruptcies per 100,000 Population, Selected Years* 


Number of 
Increase or Decrease Bankruptcies Per 
In Number of Bankruptcies 400,000 Population®® 
1963 1964 1965 1966 
over over over over 
1962 1963 1964 1965 1956 1961 1965 1966 
Alabama 559 16 #55 -310 246 280 284 271 
Alaska 26 1 24 36 5 10 a2 fe, 
Arizona 736 a2 11 153 31 125 200 207 
Arkansas 36 26 123 137 9 19 29 36 
California 909) 25539) 3,217 4.058 ee ee 167 186 
Colorado 560 444 433 53 73 139 195 197 
Connecticut 163 113 1 5 19 30 41 40 
Delaware «2 0 5 7 2 8 10 12 
District of Columbia -18 0 ~12 2 10 10 8 8 
Florida 47 90 64 274 2 5 10 15 
Georgia 515 898 453 = 334 53 150 182 170 
Hawaii 36 sys 60 38 9 19 42 47 
Idaho 48 58 40 56 33 94 113 121 
Lilinois 352 843 =-1,313 242 65 162 129 130 
Indiana 632 716 436 472 12 67 112 120 
Towa 63 142 -98 42 6 43 56 58 
Kansas ~178 182 -6 404, 38 138 124 141 
Kentucky 314 583 387 348 36 93 124 134 
Louisiana 259 474 ~32 -105 13 52 71 67 
Maine 50 191 -183 -23 60 123 159 158 
Maryland =39 53 20 39 2 3 6 7 
Massachusetts Oe a 65 38 134 i 16 21 23 
Michigan -545 41 424, 619 28 71 74 80 
Minnesota =317 396 82 352 39 82 82 91 
Mississippi 98 263 97 133 5 hs 38 44 
Missouri 447 788 41 569 22 66 100 113 
Montana =5 -107 129 28 15 52 74, 78 
Nebraska 215 127 ~73 106 20 44, 60 67 
Nevada 47 167 244 174 24 94 195 228 
New Hampshire 61 186 109 28 15 SW 110 112 
New Jersey =40 100 fds 139 5 & 13 15 
New Mexico ipl 279 96 ~29 10 39 95 92 
New York 208 862 516 604 14 21 31 34, 
North Carolina 6 45 48 47 week 1 3 4 
North Dakota -1i 56 Ze 30 2 i 29 34 
Chio 184 1,424 1,191 1,141 45 136 156 166 
Oklahoma 233 626 145 556 28 78 113 136 
Oregon ~153 219 238 491 99 195 208 2H 
Pennsylvania 11 101 12 72 1 3 6 6 
Rhode Island 43 70 8 75 yal 2 41 49 
South Carolina 5 13 68 -37 week 3 7 5 
South Dakota 23 11 46 -18 2 9 23 ZL 
Tomnassee 737 116 305 658 92 tT 232 246 
Toxag 21 3 136 31 1 2 4 4 
Uish 191 360 20 146 42 58 122 135 
Vermont 37 61 21 44 19 25 71 80 
Virginia -18 529 159 143 45 90 98 100 
Washington 196 420 206 388 64 107 131 144 
West Virginia -100 192 89 62 39 56 76 80 
Wisconsin 94 40 94 oz? 35 72 76 81 
Wyoming 67 41 53 3 18 59 124 128 
TOTAL 7,057 “16,008%8.6.214 12.505 32 73 85 91 


*See notes to Table I. 
**Population as of beginning of respective fiscal year. 


**kLess than 1 bankruptcy per 100,000 population. 
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Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 


Connecticut 
Delaware 
District of 
Columbia 
Florida 
Georgia 
Hawaii 


idaho 
fllinois 
Indiana 
lowa 
Kansas 
Kentucky 


Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 


Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire 


New Jersey 

New Mexico 

New York 

North Carolina 
North Dakota 
Ohio 


Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 


Tennessee 
Texas 

Utah 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 


Wyoming 
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*See notes to Table I. 


Proceedings Commenced 
AIR I BIR atone ete RET LE AS LRT Perea ne Re I 


1966 


7,438 
7 

177, 
462 
3402 
468 


704 
m0 
47 
354 
2 


28,261 


Chapter XIII Proceedings 
as a % of All Nonbusiness 


Bankruptcy Proceedings | 


1930 


mo 


18 


1961" 


AAR 


86 
143 
5 
67 
& 
1 


re ff Ut 


15 


1965 


80 
re 
5 

63 

12 

12 


1966 


1 
6 
5 

67 

10 

12 


ist 
Wes, a 


" ae ke i WER ae 
a Aah : a a it 
f oe ~~ a ‘7 af vw: I i a y. 5 
PS Bs. eae? $i Mm Te ji te 
hs | ete A ave! 
iy ei ee Bey” 7 (re are 
. ¥ Ve i a i ‘ i m, - 
A ry < rhe 3 . ~~ F a 7 
) : : ’ ‘2 eM ae 
, 4" hye - r ce a ad . im . is 7” 
7 ay GS y F808 Oe 5° ae f. gee 
~. 4 ae ate om 
| 3 at b ‘ 7 ‘ . 
ij » Ng f & Tt i Oy “@e ¢ 
Y ba A . - 
P : : Lf a ue ? wer ; s ; 
i > i NaS ay ‘ ‘ bf i i om is 
ti is 4 ‘ y 4 ra EY ter toa ria 
Rig i G54 Tey tf ae 
\ t ; os 
2 So n r ; : 5 on t | Pa ry 1 hi Le . ge Had _ 
‘ " Ge ng esr |» legs Aas 
eC ¢ if ; x : 
r ee : er ae 
| Owe Or  “gnkelt 
r r = 
. ae boa lysed 
. _— aa * , 
ue . _» Bisa soeren 
sis 7 _ r 7 regio gt® « 
PTE Re at rien ope A SUR Se ecaiaglh tS So ca. Sine MB i 
-. , ! 
i nv ae , 
4 a - ; iit ra; 227% 
: ee : a 10) eget 
Z / 

' | Pe - walt 
=1 Uc sdou 
ga "i . J te TN 
: - : “ ) ‘avou 

r : = Ost tiaqastt wave 
ei - 

-t Te vF — a WAST we P| 
we “ > 

a é es oabeM wil 

i) ‘ wy “¥ Wy vA 
a DGt ortho atte 


| GS death 


tice 
a a 


Pie 4 


Ju "a Ja 
a as 
ty 22a 
2 


awiodes dfs on 


4 


if 


IF YOU ARE BEHIND THE FINANCIAL BIGHT-BALL 
BANKRUPTCY MAY BE THE ANSWER TO YOUR PROBLEMS 


Bankruptcy is a right provided by law to people who are 
deeply in debt and need a fresh start. Bankruptcy will dis- 
charge your debts and you will not have to pay them. If the 
debt was for the purchase of a particular item you may have to 
return the property to the seller or the one who loaned you 
the money you used to buy the item, But if the debt was for 
property or services and you did not agree to return the property 
you willinot have to do so and the debt will still be cancelled, 
Thus in some cases you may have to choose whether or not you 
wish to pay the money or keep the item, but the law provides that 
the choice will be yours. 


The law also allows you to keep some property even if you 
do decide not to pay the debt. This protection extends to 
your interest in real property, clothes, household appliances 
and furniture, food, other household goods, jewelry, and certain 
vehicles, To receive this protection, it is necessary that you 
list all such items as asked for in the following questions; if 
not listed they have no possibility of being protected. You 
must also list everyone to whom you owe money. If you leave one 
of your creditors out you will have to pay the money to him and 
you may lose your right to bankruptcy. Bankruptcy will protect 
you from payment to those you have listed, 


If you have any questions about whether or not you can keep 
the property or whether or not you should list the debt, write 
that question down and remember to ask the lawyer. Do not sign 
any papers for any creditors without checking first with the 
lawyer. If we work together on this we can protect your family 
from great hardship and give you the new start the law intends 
for you to have, 


IF YOU WISH TO FILE BANKRUPTCY - see UPO neighborhood legal 
services (628-9165), a private attorney, the Federal bankruptcy 
referee, U.S. Court House, 4th & Constitution, N.W. or GO TO THE 
NEIGHBORHOOD DEVELOPMENT CENTER NO. 1 AT 1507 - 9th STREET, N.W. 
BETWEEN THE HOURS OF 7:30 p.m. and 9:30 p.m. MONDAY THROUGH 
FRIDAY. The filing fee is $51.00, payable in instalments. No 
Down Payment Required. 


The attached "Bankruptcy Interview Sheet" is for educational 
purposes, It will give you a clear understanding of the questions 
that will be asked of those who wish to file bankruptcy. 


For additional information or assistance call - Mimi Abramovitz 
-~ 882-7820 or 265-4435, 
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BANKRUPTCY INTERVIEW SHEET 


Ae Introductory Information - Preliminary Statement 


of Affairs 


1. What is your full name (no initials)? 


26 Have you been known by any other name or signed your 
name any other way during the past six years? Yes No 
If so, please list all names or different ways of signing. 


3. | List. all addresses where you have lived during the 
past six years indicating the months and years during which you 
lived there. (List present address first) 


_ Month Month 
Street _ City County Year Year Own 


4. At what telephone numbers can you be reached? ~ 
Day Evening 


. 5S. What type of work do you do? 


6 Are you presently employed? Yes _ No If yes, 
give full name and address of employer, 

de How long have you held your present job? 

8. When are you paid? 


9. Have you been in business by yourself or with others 
during the last six years? Yes No If yes, give names 
and addresses of business and names of partners, if any. 


10, Are you married? Divorced? Separated? 
Divorce Pending? 


als If married, what is yourwife'ts name? 


12, Is she employed? Yes No If yes, give full 
name and address of employer, 
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i3e How long has she held her present job? 


14. List names, relationship, and ages of all dependents, 
and addresses, if different from yours. 


Name Age Relationship Address 


15. List below all income received during the last two 
years by yourself or your spouse from any source, 


LG. When and where did you file your last federal, state 
and district income tax returns? 


Date State City Joint with Spouse? 
Yes No 
Federal: 
State: 3 


District: 


If no federal or state or district tax return was filed within 
the past three years, give year and reason for not filing. 


17. What bank accounts have you had during the last two 
years alone or with others? (Give name and address of the banks, 
whether checking or savings accounts, and if the account was 
held jointly with others give their names Indicate any accounts 
that are still open.) 


iG. Have you had a safe deposit box during the last two 
years? If so, give details, including contents of the box, 


19. What records or books have been kept relating to. your 
affairs during the last two years? 


20. Do you have any property that is not yours and you are 
holding for the benefit and use of someone else (€.9., property 
held in trust for your children; property you are holding for 
safekeeping for friends, relatives; etc.)? Yes An ING), It 
SO, please describe, 


21. Have you filed a bankruptcy, or a Wage Earners! Plan 
under Chapter XIII of the Bankruptcy Act, during the last 6 
years? Yes No If so, bring papers, 


226 Have you ever filed a bankruptcy or Wage Earners' Plan? 
If so, when? 


236 Are you presently a party to a pending lawsuit or have 
you been a party t6 a lawsuit of any kind during the last year? 
Yes No If yes, 


Title of Suit Action Number Name & Location of Court 
eg EEN IS Coes a era—mcaninemeenensessscatst: | ||) -ousaecuanacionsthayigeetanstsestiasiaantnsndssnassebanmatanrsenesacatas < soee 


Nature of Suit Result 


24. Have you been involved in any auto accidents within 
the past four years? Yes No If yes, give details, 


AY Has any of your property or wage been taken by court 
order (attached or garnished) in the last four months? Yes 
No ‘If yes, give details, 


Creditor Date of Levy Amount 
Court Court Number Paid Over 
(NES Bee Crna ET TS ENO ETS 
File No, Writ of Execution or Attachment 
(rete es eer eee Sse aetna eiberssesyuasanscntsutusnseansenrsheeaertoetramastanen 


205 Have you repaid a loan during the past year between 
one year ago and today? Yes No If yes, give the 
following: 


MONTHS IN WHICH 

PAYMENTS WERE MADE WAS PERSON WHO 

(indicate how much LOANED YOU THE 
TO WHOM PAID AMOUNT was paid during MONEY A RELATIVE? 


(name & address) PAID last 4 months) Yes No 
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Please bring your payment books with you. 


27.6 Have you sold any of your property, given substantial 
property or cash away, or had property repossessed within the 
last year? (Includes repossessions, old car traded in on new, 
pledges and assignment made to protect nonexempt assets. Be sure 
creditors are listed on creditor schedule, especially repossessors.) 


Yes No If yes, give the following: 
WHAT WAS MONTH OR YEAR WAS SALE OR 
RECEIVED OF GIFT TO A 


DESCRIPTION OF PROPERTY IN RETURN? GIFT OR SALE RELATIVE? 
—— eee OE NL RELALIVE? 


PR hs Did you lose a substantial amount of property or money 
as a result of fire, theft, or gambling during the last year? 
Yes( Noten lt yes, give ‘the following: 
WHAT WAS THE 
VALUE OF THE 
MONEY OR 
WHAT CAUSED PROPERTY MONTH OF 
DESCRIPTION OF PROPERTY _THE LOSS? THAT WAS LOST? THE LOSS 


29. Are you likely to inherit any money within the negt 
six months? If so, indicate source and amount. 


Be Liability Information 


— — 


Lie Priority Claims - (Preliminary Schedule Aew-1) 


ae If you employed anyone (such as regular employees, 
cleaning women, gardeners, babysitters) during the last three 
months, do you still owe them wages? Yes me (NO UE Iti veer 
give name and address of employee, dates worked, amount owed, and 
work done, 


b. Do you owe any taxes to the United States, 6.9., 
income tax, social security taxes withheld for domestic help, 
etc.? Yes NO’. © it yes) grvemthe department or agency 
to which the tax is owing, the address of the department or 
agency, the kind of tax that is owing, and the years for which 
the tax is gwing. 


Co Do you owe any taxes to any states, e.g., income, 
license, sales, etc.? Yes _.__ No_ + =iIf yes, give the name 
of the state and the department or agency therein, the address 
of the department or agency, the kind of tax that is owing, and 
the years for which the tax is owing, 
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d. Do you owe any taxes to a county, district, or 
city, @69e, real or personal property? Yes __ No vieles IL 
yes, give the name of the county, district, or city, the kind 
of tax that is owing, and the years for which the tax is owing. 


e. Besides taxes, do you owe any other money to any 
branch of the United States government (e.g., F.H.A. repossessions, 
or money owed Small Business Administration, etc.)? Yes ose 
No «If yes, give the name of the branch, its address, the 
amount owing, and why it is owed. 


tie Do you owe rent to a landlord for any of the last 
three months? Yes No If yes, give the name and address 
of the Indlord, and the amount owing. 


Ae Other Creditors - (Preliminary Schedules A-4 and A-5) 


Ae Have you recently tried to pay a debt by endorsing 
to your creditors a check made payable to you? Yes No 
If yes, give details. 


b. Have you ever promised to pay someone else's debt 
if he did not pay it? Have you ever cosigned for anyone? Yes 
No If yes, list name of person(s). 


ee Have you borrowed any money for someone else's 
benefit? Yes No 


Ge Asset Information 


a lh Real Property - (Preliminary Schedule B-1) 


Ae Do you own an interest in real property (land, 
buildings, your own home, or burial plot)? Yes No 


De Bring in any papers relating to your interest in 
real property (e.g., relating to mortgages, deeds of trust, 
homesteads, title, and title insurance), 


ae Personal Property ~ (Preliminary Schedule Be2) 


ae Do you have any cash on hand (not in banks or 
in savings and loan)? Yes No If yes, how much? 


be Do you have any stocks or bonds? Yes No 
If yes, describe and give value, 


Ce Do you have any stock in trade (inventory)? Yes 
No If yes, describe and give value. 
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d. List your major appliances (€.g., stove, 
refrigerator, ITV, sewing machine, etc.) giving approximate age 
and value (what you could get for it if you sold it). (Indicate 
by underlining or circling which appliances are mortgaged or 
held under conditional sales contract.) 


Co Give an estimate of the value (what you could 
get for it if you sold it) of the following: (Indicate by 
underlining or circling which are mortgaged or held under a 
conditional sales contract ) 


All your furniture: 

All your minor appliances: 

All your clothing: 

All your jewelry: 

All your other household goods (e.g., dishes, 
utensils, food, household tools, tools not used in business, 
etc.) : 


bar Have you any books, prints, or pictures of 
substantial value? Yes No If yes, indicate value. 


Ge Do you have any automobiles or trucks? Yes 
No If yes, give the year, make, model, and its value 
(what you could sell it for), 


he Do you have an interest in or own any machinery, %°:- 
tools, or fixtures used in your business or work? Yes 
No If yes, describe and give value (what you could sell 
at for). 


is Do you own anything else of substantial value 
(@.9-, sports equipment, guns, boats, photographic equipment, 
etc.)? Yes No If yes, describe and give value (what 


you could sell it for). 


Bie Other Sources of Money -~ (Preliminary Schedule B-3 


ae Does anyone owe you any money? Yes No 
If yes, give his name, his address, what for, and how much, 
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aN BS Do you have any insurance policies with a cash 
surrender value? Yes No Bring the insurance poliéies 
with you. 7 


Ce Are you suing anyone or do you have any possible 
reason for suing someone for injuries or money owed to yourself 
or other members of your family? Yes Ht ENO el te Ves 5 (De 
prepared to give details, 


ds Do you have money in a retirement fund where you 
work? Yes No If so, indicate name of fund and 
approximate amount, 


es Have you accumulated vacation time due you? 
Yes No If so, indicate amount and approximate value. 


f. Have you ever posted a cash bond? Do you expect 
your money to be returned? Yes No If so, indicate 
with whom bond posted and amount, 


Oe Do you expect to receive an income tax refund? 
Yes No If so, indicate amount expected, 


lees Do you have any money deposited anywhere (e.93, 
bank deposits, savings and loan deposits, credit union or | 
rental deposit)? Yes No If yes, give the following: 


WHO HAS THE WHAT WAS WHAT AMOUNT 
DEPOSIT ? THEIR ADDRESS DEPOSIT FOR? WAS DEPOSITED? 


4. Revisions, Remainders, and Expectancies = 
(Preliminary Schedule B-4) 


ae Are you the beneficiary of a trust? Do you expect 
to inherit either money or properties in the future? Yes 
No If so, give details and value. 


b. Do you expect to receive a gift of more than a 
small amount of money or property (@.9., over $5.00) at any time 
in the near future? Yes No If yes, be prepared to 
give details. 


Ce Do you expect to receive a tax refund at the end 
of the year? Yes No If yes, estimate the amount as 
best you can. 
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The benefits of the Federal Bankruptcy L 


to your financial problems : 


$ Eliminates almost Il Your debtel=- 
FS Filing fee only $54 ~= No DOWN PAYMENT REOQUTPED —. 
payable in easy instaiments: 
SS$ immediately effective upon aoe 
SSSS Originally derived from the Bible: 
"At the end of every seven years you 
Shali grant a4 release. And this ts 
the manner of the reiease: every 
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proclaimed." 


of his neighbor, 
because the LORD'S release 
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his brother, 
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Deuteronomy 15:1-2 
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SEE UPO neighborhood legal services, the Bar Associatior., 
Or go dirctly to the Federal bankruptcy referee, 


Bar Associaton 
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628-4353 
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Neighborhood Legal Services Project, 
Main Office: 410 5th SCN a We 
628-9161 
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a private attorney, 
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1346 Connecticut Ave, N.W. 
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BY MAX SIPORIN 


Bankrupt Debtors and Ther Famultes 


= In accelerating numbers debtors are turning to personal bankruptcy as a way of 
coping with their burdens of debt. The author reports on a comparison study of 
married debtors with children, based on the type of bankruptcy proceeding chosen— 
straight bankruptcy or Wage-Earner Plan. Focus was on understanding the nature 
and process of indebtedness. The author states that court petitions may be 
understood as the culmination of a career process of bankruptcy and urges social 
work intervention to interrupt this career process before it reaches the point of 
court action and assist with what is now a major social problem. ® 


THE FEDERAL GOVERNMENT provides a form 
of direct legal and social services to the 
poor about which social workers should 
have greater knowledge. These services 
merit strong social work support and par- 
ticipation. They are part of a system of 
relief for financial distress made available 
to consumer debtors who are unable to 
cope with their financial problems and 
who resort to bankruptcy and Wage-Earner 
Plan (or Chapter XIII proceedings) in the 
federal district courts. The people served 
through these bankruptcy court actions are 
not only poor by legal definition, but also 
constitute a high-risk population, vulner- 
able to many social and mental disorders. 
Troublesome indebtedness is a major— 
although largely unrecognized—social prob- 
lem in our society. 

The number of consumer debtors in 
trouble has increased rapidly in this afflu- 
SSE 
MAX SIPORIN, DSW, is Professor of Social Work, 
University of Maryland School of Social Work, 
Baltimore, Maryland. The research reported here 
was done with the assistance of Charlotte Barron, 
Kenneth C. Hicks, Mary E. Jordan, Sarita Leibovict, 
John M. Mills, and Brian Quinn at Tulane Uni- 
versity and John Edwards and Lowell Jenkins at 
the University of Kansas. 


ent, credit-based economy. Most individ- 
uals and families in the United States are 
or have been in debt. At the end of 1964 
there were $76.8 billion in outstanding 
consumer credit.1 Credit (and this means 
debt itself) has become a highly salable and 
costly commodity.” Living on credit as a 
way of life is a value pressed on us by mer- 
chants and lending institutions in many 
of the mass media. But few people under- 
stand or have learned how to live on credit 
realistically or comfortably. Wage-earners 
in the lower socioeconomic levels, who can 
least support this, have higher ratios of 
indebtedness to income than _better-off 
families. Both the poor and the middle 
class have difficulty coping with their debt 
and money problems and with the life 
problems that are associated with money 
problems, such as marital and family con- 


1S. Lees Booth, 1965 Finance Facts Yearbook 
(Washington, D.C.: National Consumer Finance As- 
sociation, 1965), p. 40. (Federal Reserve System esti- 
mate.) 

2“Bait the Hook with Merchandise,” Consumer 
Reports, Vol. 30, No. 9 (September 1965), pp. 457- 
461. 

3 Louise G. Richards, “Consumer Practices of the 
Poor,” Welfare in Review, Vol. 3, No. 11 (November 
1965), pp. 1-13. 
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flicts, mental illness, and personality mal- 
development.* Debtors in accelerating num- 
bers are therefore turning to personal 
bankruptcy as a way of coping with their 
burdens of debt. During the fiscal year 
1965 there were 163,413 personal (non- 
business) bankruptcy petitions filed in the 
US. district courts; this is almost double 
the number filed in 1960.5 Most of these 
individuals are married and have children, 
thus representing debtor family groups.® 
The use of personal bankruptcy proceed- 
ings is one route traveled by individuals 
and families along the paths of personal 
and family dependency and disorganiza- 
tion, leading toward public assistance. In 


ee 8 SE oe 


4On the relationship between low income and 
personal-family problems, see Morton Beiser, “Pov- 
erty, Social Disintegration and Personality,” Journal 
of Social Isswes, Vol. 21, No. 1 (1965), pp. 56-78; 
Arthur Besner, “Economic Deprivation and Family 
Patterns,” Welfare in Review, Vol. 3, No. 9 (Septem- 
ber 1965), pp. 20-28; Claude C. Bowman, “Mental 
Health in the Worker’s World,” in Arthur B. 
Shostak and William Gomberg, eds., Blue Collar 
World (Englewood Cliffs, N.J.: Prentice-Hall, 1964), 
pp. 370-881; William J. Goode, After Divorce (Glen- 
coe, Ill.: Free Press, 1956), pp. 43-68; Earl L. Koos, 
Families in Trouble (New York: King’s Crown Press, 
1946); Hazel Kyrk, The Family in the American 
Economy (Chicago: University of Chicago Press, 
1953); Mollie Orshansky, “Who’s Who Among the 
Poor,” Social Security Bulletin, Vol. 28, No. 7 (July 
1965), pp. 8-31; Alvin L. Schorr, “The Family Cycle 
and Income Development,” Social Security Bulletin, 
Vol. 29, No. 2 (February 1966), pp. 14-25, 47. 

5 Annual Report of the Director, Administrative 
Office of the United States Courts (Washington, 
D.C.: Administrative Office of the United States 
Courts, 1965). 

6In what may be a more representative sample 
of bankrupts, studied in Genesee County, Mich., in 
1963, 94 percent of the debtors were married and 
the mean family size was 4.9 people. Robert Dolphin, 
An Analysis of Economic and Personal Factors Lead- 
ing to Consumer Bankruptcy (East Lansing: Gradu- 
ate School of Business Administration, Michigan 
State University, 1965), p. 48. This means that na- 
tionally close to one million people may be repre- 
sented by the unmarried and married debtors in- 
volved in new bankruptcy court actions during this 
current year alone. 
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response to such developments there is a 
growing recognition among social workers 
that assistance to consumer debtors and 
their families, whether rich or poor, 
through money management counseling, 
direct financial aid, crisis therapy, and 
other methods, constitutes a basic social 


. work service. 


This paper reports on a direct study of 
certain debtors known to the bankruptcy 
courts—those who are married and have 
children. These debtors were selected for 
study in the course of a wider effort by 
this author to understand family problem- 
solving processes in regard to financial diffi- 
culties. The major characteristics of these 
consumer debtors and their families will be 
identified, as well as the problem-solving 
processes through which they moved to re- 
solve their financial difficulties, culminating 
in bankruptcy proceedings. Several impli- 
cations of the study findings relate to the 
development or strengthening of rehabili- 
tative or preventive programs for consumer 
debtors, especially in social agencies. The 
study findings are pertinent to social action 
programs on the part of the social work 
profession about state and federal legal 
provisions concerning consumer credit and 
bankruptcy. It is also suggested here that 
the federal bankruptcy court proceedings 
require social work services to improve 
their effectiveness for consumer debtors and 
their families. 


FEDERAL BANKRUPTCY PROGRAM 


The Federal Bankruptcy Act of 1938, 
known also as the Chandler Act, and its 
interim amendments provide three forms 
of relief for personal (nonbusiness) over- 
indebtedness.?. Involuntary straight bank- 
ruptcy actions are of minor significance. 
Voluntary straight bankruptcy actions far 
outnumber Chapter XIII proceedings: 


7 Daniel R. Cowans, Bankruptcy Law and Practice 
(St. Paul: West Publishing Co., 1963). 
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there were 149,820 of the former as against 
28,027 cases of the latter filed during fiscal 
year 1965.8 For each type of action the 
debtor is required to declare himself or is 
found to be “insolvent,” lacking assets to 
repay debt contracts he has made. Both 
the voluntary and involuntary actions in- 
volve an adjudication of the debtor as 
“bankrupt,” in which status he is dis- 
charged from “dischargeable” debt, with 
liquidation and surrender of his assets to 
his creditors. In contrast, the Wage-Earner 
Plan was established as a “rehabilitative 
device” for wage-earners who desire to re- 
pay their debts and avoid the stigma of 
bankruptcy. In either kind of action the 
debtor needs to be able to pay the court 
and attorney fees involved. 

In a Chapter XIII proceeding the debtor 
files a court petition accompanied by a 
plan to submit a certain portion of his 
earnings regularly to the court for payment 
of his debts, up to a three-year period. This 
plan has to have the approval of his credi- 
tors and of the court referee, whose ap- 
proval is obtained at a court “meeting” 
for this purpose. If accepted by the referee, 
the court assumes control over the debtor’s 
property and assets, although the debtor 
retains the use of his belongings. Essen- 
tially, the debtor becomes a quasi-ward of 
the federal district court in regard to his 
assets and his repayment of debt. He can- 
not take on new debts without the court’s 
consent; he no longer pays further interest 
on past debts; he is no longer to be harassed 
or his wages garnisheed by his creditors. 
The administration of the repayment plan 
and of the income portion distributed 
periodically to creditors is handled by a 
trustee acting for the court referee. 

Efforts are made by the court referee 
and trustee to help the Wage-Earner Plan 
member comply with his obligations. When 
he has difficulty, the debtor may be granted 
SE a ae ee ee 


8 Annual Report of the Director, Administrative 
Office of the United States Courts. 
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a grace period or temporary suspension of 
payment; his plan may be reviewed and 
modified, with a reduction in payments if 
indicated. He may be dropped from the 
plan or helped to convert to straight bank- 
ruptcy. During the fiscal year ending June 
1965, 60 percent of the Chapter XIII cases 
were closed in a noncompleted state.? It 
is estimated that about 25 percent of the 
voluntary straight bankruptcy petitions con- 
sist of debtors who drop out of the Wage- 
Earner Plan. Although the Administrative 
Office of the United States Courts strongly 
favors the use of Chapter XIII proceedings 
when feasible, only a handful of the district 
courts are partial to this plan, probably 
because of the complicated administrative 
apparatus needed to make the plan work 
and the generally negative attitudes on the 
part of the legal profession about the plan. 
Many creditors prefer Chapter XIII actions 
because they do obtain a large portion of 
the money owed to them, whereas they 
sustain heavy losses in straight bankruptcy 
actions and therefore need to resume their 
relations with the bankrupts in various 
ways. 

There has been little recognition that 
the federal Wage-Earner Plan actually con- 
stitutes a federal social service program.” 
It provides individualized assistance to 
meet social needs and is so understood by 
a number of the debtors. Thus a wife of 
one debtor hoped that the plan would help 
her alcoholic husband assume his family 
responsibilities and learn the habit of pay- 
ing his bills, which she, numerous priests, 
physicians, social workers, and others had 
all failed to teach him. In addition, a 


yee we) ee SS eS 


9 Tables of Bankruptcy Statistics for the Fiscal 
Year ending June 30, 1965 (Washington, D.C.: Ad- 
ministrative Office of the United States Courts, 
1966). 

10Ida C. Merriam, “The Relations of Social 
Security and Social Welfare Services,” Social Security 
Bulletin, Vol. 25, No. 2 (February 1962), pp. 7-14, 
describes and discusses the social service programs in 
the federal governmental structure. 
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number of individual services are made 
available to debtors and their families by 
the personnel of the court and of the 
trustee’s office. This includes aid in re- 
ducing or suspending payments, interven- 
tive protection from harassment by credi- 
tors, supervision of the debtor’s payment 
and spending behavior, and referral to 
community agencies for help with various 
problems.™ 


TWO STUDIES 


Two separate studies made of two groups 
of debtors and their families are reported 
in this paper. In 1962-63 study was made 
of a sample group of twenty-eight families 
having a debtor who had been accepted by 
the federal district court in Kansas City, 
Kansas, under Chapter XIII proceedings. 
In 1964-65 a sample group of twenty-three 
families with debtors who had completed 
voluntary straight bankruptcy proceedings 
in the federal district court, New Orleans, 
Louisiana, was studied. 

In both studies focus was on understand- 
ing the nature and process of indebtedness 
on the part of these families for a two-year 
period prior to the filing of the court peti- 
tion either for straight bankruptcy or for 
acceptance into the Wage-Earner Plan. The 
subjects of the study—intact family groups 
with children, at the time of the court 
petition—were selected randomly for this 
research. Approximately 40 percent of the 
Wage-Earner Plan (WEP) debtors with 
whom contact was sought agreed to partici- 
pate in the study interviews. Forty-eight 
respondents (twenty couples and eight one- 
spouse-only cases) were interviewed in the 
twenty-eight WEP families. Forty-one re- 
spondents (eighteen couples and five one- 
spouse-only cases) were interviewed in the 


11 These services are discussed in greater detail 
in Max Siporin, “Family Problem-Solving and Wage- 
Earner Plan Families” (Kansas City: Department of 
Social Work, University of Kansas, 1963), pp. 73-74. 
(Duplicated.) 
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twenty-three bankrupt families. All of the 
interviews were carried out in the homes 
of the debtors by the author and by grad- 
uate social work students from the Univer- 
sity of Kansas and Tulane University. Some 
data were also obtained from court records 
and the attorneys of a number of the 
debtors. 

These two groups of respondents were 
self-selected and therefore may not be rep- 
resentative samples of their population 
groups. ‘There was an impression that the 
bankrupt debtors who refused to partici- 
pate were more hostile and more ashamed 
than those who did participate in the 
study, as well as in comparison with those 
who did not participate in the WEP study. 
Another limitation on the findings is that 
the two types of families may have charac- 
teristics consistent with the different sec- 
tions of the country in which they reside. 
Also, the Kansas City (Kansas) Federal Dis- 
trict Court makes heavy use, while the New 
Orleans court makes minimal use, of Chap- 
ter XIII proceedings. Within these kinds 
of limitations, data concerning both types 
of families are given here and pertinent 
comparisons are made. 


CHARACTERISTICS OF DEBTOR FAMILIES 


The major characteristics of these families 
are given in Table 1 for the time period 
when the studies were made. At the time 
of the studies the 28 WEP families had a 
total of 164 household members with 109 
children, while the 23 bankrupt families 
had a total of 127 household members with 
79 children. Eighty-six of the WEP family 
children and 56 of the bankrupt family 
children were 10 years of age or less. The 
bankrupt families were older in family 
age, with older parents and children, than 
the WEP families. In addition, the bank- 
rupt families owed more money as a result 
of overextending themselves in the pur- 
chase of homes, automobiles, and costly 
medical care. 
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‘TABLE |. CHARACTERISTICS OF DEBTOR FAMILIES 


WEP Bankrupt 
Characteristic Families Families 
Mean age of father 33.6 39.2 
Mean age of mother 30.0 35.6 
Mean age of family group 10.0 13.4 
Mean number of children per family 3.9 cee 
Race: white 16 16 
Negro 12 7 
Religion of each parent: Protestant 49 24 
Catholic 7 18 
Other 0 4 
Mean school grade completed: fathers ninth grade ninth grade 
mothers tenth grade tenth grade 
Mean family net monthly income (approx.) $ 399 $ 397 
Mean official indebtedness of families $2,029 $7,689 


Using the Hollingshead Index, each 
family was categorized in terms of social 
position, based on the occupation and 
schooling of the father.12 None of the 
families fell in Classes I or II. Almost 93 
percent of the WEP families and 82 per- 
cent of the bankrupt families were working 
class. While more than half of the fathers 
in both groups were unskilled or semi- 
skilled workers, there were more skilled 
workers and a number of better-educated 
parents among the bankrupt families. How- 
ever, the latter group also had a number 
of poorly educated parents, so that the 
mean grade of schooling appears as the 
same for both groups. 


PRIOR FAMILY FUNCTIONING 


One of the major aims of the studies was 
to determine how the families had been 
functioning prior to the petition for bank- 
ruptcy. In the interviews with the respon- 
dents, specific focus was on the life of the 
family during the two-year period before 
the major crisis that led directly to the 
court petition. Each family was rated for 
this period by the interviewers and other 


12 August B. Hollingshead, Index of Social Posi- 
tion (New Haven: Yale University Press, 1957). See 
Table 2 above for this categorization of debtor 
families. 
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TABLE 2. SOCIAL POSITION OF DEBTOR FAMILIES 


WEP Bankrupt 
Class Families Families 
III 2 4 
IV 15 14 
V 11 5 
Totals 28 23 


research judges through the use of the Min- 
neapolis Family-Centered Project “Measure 
of Family Functioning.” 1? This is a meas- 
ure of the level of adequacy with which 
family groups function in fulfilling the 
needs of the family organization and the 
individual needs of the family members, 
as well as in meeting the normative expec- 
tations of the community. The levels of 
family functioning scores are given in 
Tablets. 

These families generally had been func- 


13 Ludwig L. Geismar and Beverly Ayres, Measur- 
ing Family Functioning (St. Paul: Family-Centered 
Project, 1960). This measure consists of several 
components: the individual behavior and personal 
adjustment of family members, the care and train- 
ing of children, the social activities, the economic, 
household, and health practices, as well as the use 
of community resources by the family. The element 
of “relationship to project worker” was not used in 
these studies. 
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TABLE 3. LEVELS OF FAMILY FUNCTIONING AND MONEY MANAGEMENT COMPETENCE PRIOR TO PETITION 


Level of Money Management Competence 


: WEP families Bankrupt families 
Level of Family 
Functioning MAGS BASS Ee 1 Total 1 6) S403 acme Total 

7 Adequate a 1 3 1-1--- 5 
6 Near-adequate Ive3 (2019 =e 7 1-63 2- - 12 
5 Above-marginal a DS 87 id 15 ---12-- 3 
4 Marginal Sa ote De 5 -----11 2 
3 Submarginal SoS (eS SS = ----1-- 1 
2 Near-inadequate SSS SS S = —-——- = = = = = ~ 
1 Inadequate S52 2 2 > 6 = ---- - - - = 

Total 2aaas § 7 2 28 cad DR May en oe | 23 


tioning at good levels of family operation 
during the two-year period prior to the 
court petition. None of the WEP families 
and only three of the bankrupt families 
were rated as having functioned at less than 
a marginal level, that is, “in keeping with 
minimum requirements for the protection 
of the family . . . not sufficiently harmful 
to justify community intervention.” 14 Al- 
most 28 percent of the WEP families and 
69 percent of the bankrupt families had 
been functioning at nearly adequate or 
adequate levels. Although all of the fam- 
ilies reported many and increasing diffi- 
culties and the functioning of the families 
dropped drastically during the major crises 
immediately preceding the court petition, 
they largely continued to meet the family 
living requirements. The highest area of 
functioning was in the care and training 
of children, even though there was a sig- 
nificant degree of parental role dissatisfac- 
tion and internal role conflict reported, 
especially for the men.’© Major areas of 


14 Ibid. 

15 For the bankrupt families, twelve of the fathers 
and nine of the mothers were judged to have been 
significantly conflicted in their parental roles. Par- 
ents were rated individually and together on a 
measure of parental role satisfaction, based on such 
elements as gratification and self-esteem from par- 
ental role and congruity between role demands and 
personal needs. An initial version of this measure 
was explored by Sarita Leibovici at Tulane, and 
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difficulty were in regard to family and 
marital relationships, social isolation, indi- 
vidual maladjustment, and—for all the 
families—economic functioning. 

An assessment was also made of the 
spending attitudes and behavior of these 
families during the two-year period prior 
to the petition. A separate measure of 
family money management competence was 
devised based on such elements as the de- 
gree of agreement about how and why 
income was to be spent, co-operation in 
the use of a system of budgeting or plan- 
ning for money expenditure, mutual knowl- 
edge of income and expenses, the existence 
of problematic indebtedness, and the degree 
of maximum use of money resources in 
making purchases.1® Using this measure, 
ratings were made on a seven-point scale, 
from poor through average to good. 

From the ratings given in Table 3, it 
appears that half (fourteen) of the WEP 
families and 48 percent (eleven) of the 
bankrupt families had been managing their 
income in an above-average or good way. 
The levels of family functioning and of 
family money management competence 


ratings on this measure of joint parental role satis- 
faction correlated with family functioning scores at 
RaW, Oe 

16 This measure of money management compe- 
tence was formulated in collaboration with John 
Edwards at the University of Kansas. 
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were highly correlated: for the WEP fam- 
ilies, r,=.682, p<.001; for the bankrupt 
families, r,=.748, p<.001. Also highly re- 
lated were the saving or spending attitudes 
and behavior of these families: seventeen of 
the twenty-eight WEP families and twelve 
of the twenty-three bankrupt families were 
rated as having been predominantly saver- 
type families.” ‘There were more spender- 
type parents in the bankrupt families, 
eighteen (twelve men, six women), as com- 
pared with twelve (eleven men and one 
woman) in the WEP families. 

Families who operated at higher levels 
of family functioning and money manage- 
ment tended to agree about family goals 
and how income was to be spent to achieve 
these goals. There was good communica- 
tion and agreement on decisions to make 
purchases, a definite practice of budgeting, 
with allocation of income and co-operative 
action in carrying out plans, cost compari- 
son and little use of credit, and little im- 
pulsive spending. In contrast, the lowest 
scoring WEP family consisted of an alco- 
holic father (an unskilled laborer arrested 
thirty-two times), an inadequate mother, 
and six children, in a chronically disorgan- 
ized household. A large number of families, 
and this was more true of the bankrupt 
families, wanted “to get ahead” and ex- 
tended themselves to have a home of their 
own, to purchase cars, and so on. In fifteen 
of the WEP and thirteen of the bankrupt 
families earned income was reported as 
having been adequate to meet family needs, 
although many people said they “just got 
by.” However, few of these people seemed 
to think of savings or insurance as basic 
family needs; several testified that it was 
impossible to save on their low incomes. 


17 A measure of family consumer type, based on 
saver or spender attitude, behavior, self-concept, 
and control of spending items, was formulated in 
collaboration with Lowell Jenkins at the University 
of Kansas. For the WEP families these scores cor- 
related with family functioning scores, U—.56, 
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Within their circumstances of mounting 
indebtedness, large families, lack of savings, 
marginal or insufficient income, and ab- 
sence of family or kinfolk helping re- 
sources, even the saver-type families were 
increasingly unable to practice their saving 
habits or the principles of money manage- 
ment competence in which many of them 
had real skills.1® As a result, many of the 
families became dysfunctional, with weak- 
ened problem-solving capacities, and more 
vulnerable to the crisis situations in which 
they became entangled. 


CAREER OF BANKRUPTCY 


For each family the court petition may be 
understood as the culmination of a career 
process of bankruptcy, in which the debtors 
moved or were moved through the turning 
points of life contingencies and changes 
into extreme, deviant indebtedness and 
thus toward bankruptcy as a defined social 
status. For each family also, the court peti- 
tion was the end result of a difficult prob- 
lem-solving process in which each had made 
strenuous efforts to resolve severe personal 
and social crisis situations. 

A number of couples began and con- 
tinued their married lives in a varying state 
of problematic, financial indebtedness. In 
almost all cases, though, the respondents 
described a spiraling complex of increas- 
ingly severe, chronic, and disabling prob- 
lems during the preceding two-year period. 
For nineteen WEP and fifteen bankrupt 
families there had been severe, costly, and 
often frequent physical health problems. 
Seventeen WEP and fourteen bankrupt 
families suffered job losses, lay-offs, or job 
changes that resulted in income reduction 
or loss. A significant degree of marital con- 
flict, including separations and divorce ac- 
tions, was reported for fourteen WEP and 


18Sherman Barr, “Budgeting and the Poor,” 
Public Welfare, Vol. 23, No. 4 (October 1965), pp. 
246-250, gives a graphic description of this kind of 
process. 
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at least six bankrupt families. In sixteen 
WEP and eleven bankrupt families one or 
more problems of individual maladjust- 
ment were related, including alcoholism 
for nine men and severe mental illness re- 
quiring psychiatric hospitalization for one 
child, one father, and six mothers. 

For many of these families, during this 
prepetition period there was a succession 
of unexpected and accidental stressful 
events, so that “something was always going 
wrong,” and each crisis reinforced negative 
reactions to the previous ones. In addition 
to the problems just mentioned, there were 
many unplanned pregnancies, miscarriages, 
first or additional children. ‘There were 
many automobile accidents, breakdowns in 
automobiles and in major electrical appli- 
ances, deaths of family members, fires, and 
the like. A number of friends and relatives 
defaulted on debts for which these debtors 
had co-signed notes and for which they 
thus became responsible. 

In one family, a mother of three children 
accidentally became pregnant and had to 
give up her job, which meant the loss of 
income needed to pay for the increased 
expenses incurred in moving into a newly 
bought home. She then had a miscarriage, 
for which she had to be hospitalized. Fol- 
lowing this the father, an auto assembly 
line worker, had an automobile accident 
for which he was at fault; he was not cov- 
ered by auto liability insurance. Shortly 
afterward he was laid off temporarily from 
his job and his father died, necessitating a 
long trip to attend the funeral. ‘These 
troubles all involved major financial ex- 
penditures that this family could not afford. 
As with most of these families, there was 
a lack of financial resources, such as savings 
or insurance, and a lack of relatives who 
could help cope with these contingencies. 
This kind of long-term reverberating spiral 
of multiple troubles was reported by seven- 
teen WEP and fifteen bankrupt families. 
The remaining families largely presented 
themselves as having become subject to a 
short period of destructive stresses, such as 


58 


SIPORIN: 


a law suit, a defaulted debt, or a death in 
the family, which could not be handled. 
As a result of such stressful events and 
crises, all of the families were virtually 
forced into greater financial indebtedness. 
They became more subject to the exploita- 
tive patterns characteristic of merchandis- 
ing for the poor.!® By an interesting process 
of social selection and recruitment, the 
major problem-solving strategy used by 
twenty-two of the twenty-eight WEP fam- 
ilies and by all of the bankrupt families 
was to become deeply indebted to personal 
finance companies. There was also a proc- 
ess of perceptual redefinition of problems, 
so that the complex of living and relation- 
ship problems came to be thought of pri- 
marily as “financial” difficulties. Help was 
sought in terms of obtaining money to 
meet debt payments, and the definition of 
the problems as “financial” in time became 
more accurate. Few families turned to so- 
cial agencies for help. Four families ob- 
tained surplus food from local welfare 
departments, two applied and were rejected, 
and one was receiving public welfare finan- 
cial aid at the time of the interviews. 
Some people drifted along in their 
worsening state of indebtedness, while 
others took active roles in coping with 
their difficulties. There were efforts to ob- 
tain aid from relatives, consolidate or re- 
finance debts, pull in on expenses, return 
major appliances, and make family organi- 
zational role shifts, such as having other 
family members go to work or wives take 
over the money management. The more 
active, direct problem-solvers were generally 
those who had low feelings of self-blame 
about their problems.2° However, what- 
ever the strategies used, these problem- 
solving efforts were ineffective. There was 
then an activation or intensification of both 
Pe ase ee ee ee 


19 These patterns have been well discussed by 
David Caplovitz, The Poor Pay More (New York: 
Free Press, 1963). 

20 This was formally tested with the bankrupt 
families; using the Fisher Exact Probability Test, 
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personal crisis states and social, particularly 
family, crisis situations. 

Although some of the families reported 
that they were drawn closer together in 
these crises and most reported themselves 
pulled apart, most of the dysfunctional 
reactions were expressed inwardly, against 
spouses, or against self. Many of the wives 
turned against their husbands because of 
their inadequacies as providers and there- 
fore as husbands and fathers. “The whole 
family was upset. ... We stopped talking 
to each other. ... I was angry with him 
because he didn’t act the way a husband 
should.”’ In reaction, a number of the men 
went on spending, gambling, or alcoholic 
binges; some became unfaithful. Several 
couples separated or threatened to do so. 
Such conflicts further weakened the family 
groups. In addition, all of the creditors, 
especially the finance companies, were 
exerting severe and harassing pressures for 
repayment of debts, with threatening letters 
and phone calls, court suits, garnishment of 
wages, and the like. Several employers fired 
or threatened to fire the debtors and several 
debtors left jobs to escape such pressures. 
While the debtors and other family mem- 
bers were turning desperately to almost 
anyone for help, there was also a general 
process of social withdrawal, rejection, and 
isolation from extended family, neighbors, 
and peer groups. The milieu of inter- 
related social situations was thus charac- 
terized by a state of arational, collective 
behavior on the part of the debtor families, 
the creditors, and other actors in the highly 
dramatic episodes of the crises that just 
preceded the court petition. 

Many of the respondents reported varied 
personal reactions: school failure or mal- 
adjustment for children and _ personality 
breakdowns for parents and children. “I 
thought I was going crazy. ... I didn’t 
know whether I was coming or going. . . . 
I would blank out.” Many recalled their 
feelings of painful trauma: “It was a night- 
mare. ... I was just running around from 
place to place trying to get bills consoli- 
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dated and couldn’t get anywhere. . . . Peo- 
ple were calling us all the time and threat- 
ening us. . . . I worried most that we 
wouldn’t have a home or food for the 
children.” Many described reactive emo- 
tional states of intense anxiety, rage, re- 
sentment, harassment, depression, despera- 
tion, exhaustion, and defeat. 

It was in such acute crisis situations that 
bankruptcy appeared to offer a way out. 
In one case a man reported that when his 
wife left him and took all of their money 
out of their joint bank account he could 
not meet his debt payments and therefore 
decided to file for bankruptcy. In all of the 
other cases the precipitating factor for the 
court petition was some act of pressure 
from creditors. This, plus encouragement, 
support, and guidance from spouses, rela- 
tives, employers, and others, aided in the 
process of personal and family group deci- 
sions concerning the recourse to the bank- 
ruptcy court. The debtors, represented by 
their attorneys, then filed the court peti- 
tion, either for the Wage-Earner Plan or 
for straight bankruptcy. 

The use of the bankruptcy or Chapter 
XIII proceedings resulted in a termination 
of the acute personal and social crisis situa- 
tions for most of the families. In only three 
cases did marital separations lead to divorce 
and family dismemberment. Although 
there were many continued problems, the 
traumatic transactions with creditors were 
largely relieved and most of the respond- 
ents reported marked recovery, with im- 
provement in self-confidence, individual 
adjustment, and family cohesion and func- 
tioning. ‘This seemed greater for the Wage- 
Earner Plan people, who generally were 
proud of their ability to repay their debts 
and avoid bankruptcy, in contrast to the 
continued negative feelings of guilt and 
shame expressed within the bankrupt 
group. The Wage-Earner Plan in partic- 
ular was said to have saved jobs and mar- 
riages. Several respondents testified that 
they now had “peace of mind.” A number 
related that they had learned a great deal 
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from their experiences: “It made me grow 
up and realize my responsibility, not to buy 
everything I wanted.... I learned to say 
no to salesmen, and not feel bad about it. 

. No more credit.’ Important lessons 
in money management and changes in 
spending attitudes and habits were also re- 
ported with the adoption of budgeting pro- 
cedures and mutual decision-making in the 
use of income. The structure of regular 
payments to the Wage-Earner Plan trustee 
seemed especially helpful. Although a num- 
ber of the Wage-Earner Plan members 
would later convert to straight bankruptcy, 
it was evident that recourse to the court 
proceedings had been the best and most 
constructive problem-solving action taken 
by these families. 


CONCLUSIONS 


We have thus identified a high-risk popu- 
lation of families whose struggle with their 
life difficulties crystallizes as financial prob- 
lems and as severe personal and social crises, 
resulting in bankruptcy. These people are 
casualties of our mobile, materialistic, indi- 
vidualistic values in an economy oriented 
toward credit and overconsumption. It is 
important to note that the route into bank- 
ruptcy sometimes leads into public welfare 
assistance. Both are stigmatized, deviant 
social statuses in our society, associated with 
a high incidence of personal and family 
disorganization. 

These are individuals and families about 
whom little is known and about whom epi- 
demiological research is indicated. If our 
sample groups are fairly representative, 
these consumer debtors are mostly working 
poor with large families, living on inade- 
quate or marginal incomes, who tend to be- 
come indebted financially in severe ways. 
Contrary to stereotyped attitudes, such fam- 
ilies generally functioned at adequate or 
above-marginal levels of family group op- 
eration and money management compe- 
tence, prior to the major crisis situations 
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that directly led to the court petitions. 
These characteristics, by the way, also dis- 
tinguish families who resort to public wel- 
fare assistance for the first time.21 It is evi- 
dent that the major social stress faced by 
these groups consists in their being families. 
As Lord Beveridge once remarked: “A fam- 
ily still remains the greatest single cause of 
poverty.” 22 Although almost none of the 
respondents objected to the growing num- 
ber of children, there appeared to be much 
parental role conflict and difficulty, along 
with marital conflict related to the “role 
meaning” of parenthood perceived in nega- 
tive, anxious, self-depleting terms, especially 
for many of the men.?? Only one of the 
families studied resorted to birth control 
measures as a conscious problem-solving 
strategy. 

Further study is needed of the reciprocal 
interrelationships between parenthood and 
such variables as parental role satisfaction, 
adequacy as a breadwinner and money 
manager, job status, sufficient income, fam- 
ily crises, and the availability of social help- 
ing resources in terms of extended family 
and community caretaking agencies. It 
would also be helpful to understand further 
how adequate family functioning on the 
part of rich or poor is related to effective 
family problem-solving in regard to finan- 
cial problems.74 


21For a group of thirty AFDC families studied, 
the mean of the family functioning scores for the 
two-year preapplication period was estimated to 
have been at the above-marginal level. Max Siporin, 
“Family Problem-Solving and A.D.C. Families” 
(Kansas City: Department of Social Work, University 
of Kansas, 1963), p. 18. (Duplicated.) 

22 Quoted by Cyril S. Smith, People in Need 
(London: George Allen & Unwin, 1957), p. 142. 

23 On the concept of “role-meaning,” see Goode, 
op. cit., pp. 60-64. 

24 An important study of family development as 
related to family consumer behavior is reported by 
Reuben Hill, “Decision-Making and the Family Life 
Cycle,” in Ethel Shanas and Gordon F. Streib, eds., 
Social Structure and the Family (Englewood Cliffs, 
N.J.: Prentice-Hall, 1965), pp. 113-139. See also 
Hill, “Judgment and Consumership in the Manage- 
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Preventive programs concerning bank- 
ruptcy that have evolved through the years 
need further development and strengthen- 
ing, both for married and unmarried 
debtors. The findings here point to the 
realization that effective personal and 
family group functioning require a bedrock 
of adequate income. One student of needy 
families has warned: “We must not under- 
estimate the importance of a lack of money 
as the common precipitant of trouble.” 25 
These studies reinforce our present con- 
victions about the need for social insurance 
protection against life contingencies, such 
as family allowances and a guaranteed 
minimum income. Because so many of 
these respondents attributed their difficul- 
ties in part to their ignorance about money 
and credit management, it also appears im- 
portant to support the expansion of educa- 
tional programs that teach such skills. 
This means a wide development of family 
life education and other types of instruc- 
tion, for children and adults, within our 
public school systems and in public welfare 
and other social agencies. Another preven- 
tive strategy is to examine the roles of the 
credit system and lending institutions, such 
as personal finance companies, in the 
development and aggravation of economic 
dependency on the part of their clients. 
Granted that finance companies give much- 
needed and constructive help to people in 
financial need and that credit is a necessary 
element in our economy, but further con- 
trols are indicated on such practices as the 
forced use of credit, usurious interest rates, 
garnishment of wages, and the use of ex- 
treme harassment to achieve payment of 
debts. The development of credit unions 
or public lending facilities are alternatives 
to be encouraged. 
ment of Family Resources,’ Sociology and Social 
Research, Vol. 47, No. 4 (July 1963), pp. 446-460. 
A helpful review and discussion of research in this 
field is given by George Katona, The Mass Consump- 
tion Society (New York: McGraw-Hill Book Co., 
1964). 

25 Smith, op. cit., p. 142. 
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An understanding of families in crisis 
shows that they need and can best use aid 
during the period of acute upset.?6 It 
therefore seems helpful to establish case- 
finding procedures whereby individuals 
and family groups who become problematic 
debtors can be located and guided to social 
agency and mental health resources for help 
with their financial and life problems. So- 
cial agencies need to strengthen and extend 
co-operative working relationships with 
creditor institutions such as department 
stores, finance companies, banks, and the 
rapidly growing number of consumer credit 
counseling services being established in 
many communities. Such relationships 
would make available needed aid to debtor 
individuals and families while they are best 
able to use their resources constructively to 
cope with current stresses. Assistance with 
financial, budget, and money management 
problems for clients in all socioeconomic 
groups should again be viewed as a basic 
social work service, taught as such in 
schools of social work and provided by 
social workers in every kind of practice 
setting.?7 

As both an important preventive and 
rehabilitative program, the federal Wage- 
Earner Plan merits the full support of the 
social work profession. Social workers 
need to involve themselves in helping the 
federal district courts to develop Chapter 
XII proceedings, to encourage attorneys 
and creditors to regard and use this pro- 
gram in a more positive way, to interpret 
the program to debtor clients, and to refer 
people early for this method of relief from 
overwhelming financial stress. When 
straight bankruptcy is indicated, individu- 
als and families should be helped to view 


26 Howard J. Parad and Gerald Caplan, “A 
Framework for Studying Families in Crisis,” Social 
Work, Vol. 5, No. 3 (July 1960), pp. 3-15. 

27 Hopefully this would mean a recognition that 
many personality difficulties are reactive to inade- 
quate income and money management inadequacies 
rather than the reverse. 
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this assistance as a legal right, without 
lasting personal stigma, and as a matter 
that actually is concerned with the changes 
in the status of their property and assets, 
rather than with their personalities or com- 
munity membership. Social work efforts 
are also required in helping to formalize 
the social services needed within the fed- 
eral bankruptcy court structure through 
the establishment of social work counseling 
programs, including intake services. This 
can be regarded as similar to the structure 
of probation services, which are well estab- 
lished and well regarded in the federal 
court system. A formal, professional so- 
cial service program would have several 
important benefits: It would aid debtors to 
make more effective use of Chapter XIII 
and bankruptcy proceedings, reduce the 
dropout rate from the Wage-Earner Plan, 
and place important helping resources at a 
crucial pressure-point and way-station in 
the career of these debtors, from which 
point they can be returned more easily to 
better levels of individual and social func- 
tioning. 

B. Seebohm Rowntree, the great English 
investigator of the urban poor, made a 
distinction between two types of poverty.?8 
He held that in primary poverty family in- 
come was “insufficient to obtain the mini- 
mum necessities for the maintenance of 
merely physical efficiency.” In secondary 
poverty family income might be sufficient, 
“were it not that some portion . . . is ab- 
sorbed by other expenditure, either useful 
or wasteful.” Today, both of these types 
of poverty are represented by the consumer 
debtors who move through the career proc- 
esses of bankruptcy into the federal bank- 
ruptcy courts. A major suggestion of this 
paper is that social workers’ concern and 
assistance with the problems of consumer 
debtors and their families should constitute 
an important strategy in the current War 
on Poverty. 


28 B. Seebohm Rowntree, Poverty (2d ed.; London, 
Eng.: Thomas Nelson & Sons, 1908), p. xix. 
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scope, complexity and significance of problem 


enormity of context: large number of federal employees 
enormity of problem: large number of Black/Br/Indian/women employees 
increasing number of complaints 
statistics show widespread discrimination 
complexity of problem: complex, varying and multi-stage 
procedures not only require special 
and training but also discourage originai com- 
plaints and weaken cases 
significance: large effect cases may have on govt employment nationally 
large effect govt policy change may have on general 
employment nationally 


SOV 
ized background 
[og 
o 


Lack of attempt to Solve these problems 


No organization exists--within or outside the govt--whose function 
is to assist govt employees 


The govt itself proves to be a poor watchdog or source of rearess 
Even government EEO agencies/divisions are accused of eeo grievances 
Lack of clear and effective govt regulations (eeo) 
Slowness of govt procedures 
Lack of trained, paid eeo staff to assist/process “complaints 
No appeal level beyond the Department 
Incestuous relation of govt departments, CSC, GAO 


Unions, where they exist (sparsely) in the govt have not concermed 
themselves with eeo problems 


Implications: 
Remedial eeo process so “low profile" and non-operative that employ- 
ees either don't know or have no hope of any redress through the 
cowplaint system (‘anti-complaint system") 
Cases drag on endlessly 
Lack of action further compounds the problem 
People leave and therefore the cases are dropped 
Lengthy case handling encourages harrassment 
Poor grade of help received regarding casesweakens cases 


. JURPOSE 


Research and representation. To provide critically needed research and 
representation to govt employees who allege eeo discrimination against them. 


To train volunteer and assigned representatives to represent govt employees. 


To prepare training manuals and other materials to assist in protection 
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Ad tloe Advisory Committee 


Government Employeas for Peace and Justice 
Federally Employed Women 
National Organization of Women 

(Black Organization) 
Center for Responsible Law (Nader) 
Institute for Policy Studies 
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Volunteer Staff bE aay 


Legal Interns 
Trained "Reprsentatives" from Government 


National Office: Washington, D.C. 


STAFFING 

Although there are no organizations defending the rights of govt 
employees who've been discriminated against, there is one person, Julius Hob- 
son, who has, on a personal basis, assisted Many govt employees. Since he 
constitutes the only person with qualifications, records, contacts and exper- 
lence in this area, he would serve as Director of this organization, 

With a minimum of staff, the proposed organization could produce extensive 
and far-reaching results, because of the help provided by two categories of 


volunteer staff: legal interns who assist Mr. Hobson with his cases; and the 
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LOVec-enployeed representatives to whom the Gove must allow proper 


time to represent employees alleging discrimination. 


Large travel item - in order to represent people across the country 
to train people across the country (region 


Irwin-Sweeney-Miller Foundation: Columbus, Indiana 
Director, Jim Josephs (Black) 


Possible Steps 


Stan and Laurel Druben 


Check with Nader's groups about requesting anti-govt funding 


Advisory Cute--to attain legitimacy/credibility/backing 
to assist in the funding process 
one representative from each group on the Ad.Hoc Adv. Giee 
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‘ STATEMENT OF ABRAIRS 


in the Uniteh States District Cat 


Bankrupt [or Debtor] 


(FoR BANKRUPT OR DEBTOR NOT ENGAGED IN BUSINESS.) 


(NotE.—Each question should be answered or the failure to answer explained. If the answer is “none,” this should 
be stated. If additional space is needed for the answer to any question, a separate sheet, properly identified and made a 
part hereof, should be used and attached. 

The term, “original petition,” as used in the following questions, shall mean the petition filed under Section 3b or 
4a of Chapter III, Section 322 of Chapter XI, Section 422 of Chapter XIJ, or Section 622 of Chapter XIII.) 


1. Name and residence. 
a. What is your full name? 
b. Where do you now reside? 


c. Where else have you resided during the six years immediately preceding the filing of the 
original petition herein? 


2. Occupation and income. 
a. What is your occupation? 
b. Where are you now employed? 


_ (Give the name and address of your employer, or the address at which you carry on your 
trade or profession, and the length of time you have been so employed.) 


c. Have you been in partnership with anyone, or engaged in any business, during the six years 
immediately preceding the filing of the original petition herein? 


(if so, give particulars, including names, dates and places.) 


d. What amount of income have you received from your trade or profession during each of the 
: two years immediately preceding the filing of the original petition herein? 


~ 


e. What amount of income have you received from other sources during each of these two years? 
(Give particulars, including each source, and the amount received therefrom.) 
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3. Income tax returns. 


a. Where did you file your last federal and state income tax returns, and for what years? 


4. Bank accounts and safe deposit boxes. 


a. What bank accounts have you maintained, alone or together with any other person, and in 


your own, or any other name, within the two years immediately preceding the filing of the 
original petition herein? 


(Give the name and address of each bank, the name in which the deposit was maintained, 
and the name of every person authorized to make withdrawals from such account.) 


b. What safe deposit box or boxes or other depository or depositories have you kept or used for 
your securities, cash or other valuables, within the two years immediately preceding the 
filing of the original petition herein? . 


(Give the name and address of the bank or other depository, the name in which each box 
or other depository was kept, the name of every person who had the right of access thereto, 
a brief description of the contents thereof, and, if surrendered, when surrendered, or, if 

_transferred, when transferred and the name and address of the transferee.) 


5. Books and Records. 


a. Have you kept books of account or records relating to your affairs within the two years imme- 
diately preceding the filing of the original petition herein? 


b. In whose possession are these books or records? 
(Give names and addresses. ) 


c. Have you destroyed any books of account or records relating to your affairs within the two 


years immediately preceding the filing of the original petition herein? 
(If so, give particulars, including date of destruction and reason therefor.) 
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6. Property held in trust. 
a, What property do you hold in trust for any other person? 


(Give name and address of each person, and a description of the property and the amount 
or value thereof.) ; 


7. Prior bankruptcy or other proceedings; assignments for benefit of creditors. 


ae What proceedings under the Bankruptcy Act have been brought by or against you during the 
six years immediately preceding the filing of the original petition herein? 
(Give the location of the bankruptcy court, the nature of the proceeding, and whether a 


discharge was granted or refused, or a composition, arrangement or plan was or was not 
confirmed. ) 


b. Was any of your property, at the time of the filing of the original petition herein, in the hands 
of a receiver or trustee? 


(If so, give the name and location of the court, the nature of the proceeding, a brief 
description of the property, and the name of the receiver or trustee.) 


c. Have you made any assignment of your property for the benefit of your creditors, or any 
general settlement with your creditors, within the two years immediately preceding the 
filing of the original petition herein? 


(If so, give dates, the name of the assignee, and a brief statement of the terms of assign- 
ment or settlement.) 


8. Suits, executions and attachments. 


a. Have you been party plaintiff or defendant in any suit within the year immediately preceding 
the filing of the original petition herein? 


(If so, give the name and location of the court, the title and nature of the proceeding, 
and the result.) 


b. Has any execution or attachment been levied against your property within the four months 
immediately preceding the filing of the original petition herein? 


(If so, give particulars, including property seized and at whose suit.) 
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9. Loans repaid. 


a. What repayments of loans have you made during the year immediately preceding the filing 
of the original petition herein? 


(Give the name and address of the lender, the amount of the loan and when received, the 
amount and date when repaid, and, if the lender isa relative, the relationship.) 


10. Transfer of property. 


a. What property have you transferred or otherwise disposed of during the year immediately 
preceding the filing of the original petition herein? 


(Give a description of the property, the date of the transfer or disposition, to whom trans- 
ferred or how disposed of, and, if the transferee is a relative, the relationship, the consid- 
eration, if any,-received therefor, and the disposition of such consideration. ) 


e 


11. Losses. 


a. Have you suffered any losses from fire, theft or gambling during the year immediately preceding 
the filing of the original petition herein? 


(If so, give particulars, including dates, and the amounts of money or value and general — 
description of property lost.) a. 


_-, Bankrupt [or Debtor]. 


DISTRICT OF COLUMBIA, Ss. 


gee tes ee tt ge eee Tae Ed a eR Co. ...... the person who subscribed 
to the foregoing statement of affairs, do hereby make solemn oath that the answers therein contained are 
true and complete to the best of my knowledge, information, and belief. 


Subscribed and sworn to before me this......-................. day Olsen ee ee PLO 2 eae 


[Official Character.] 
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Formed. (cont'd) 


10. Transfér of. property. 

a. What property have you transferred or otherwise disposed of during 
the year immediately preceding the filing of the original petition? (Give 
description of the property, the date of the transfer or disposition, to 
whom transferred or how disposed of, and, if the transferee is a relative, 
the relationship, the consideration, if any, received therefor, and the 
disposition of such consideration.) 


ll. Losses. 

a. Have you suffered any losses from fire, theft or gambling during 
the year immediately preceding the filing of the original petition herein? 
(If so, give particulars, including dates and the amounts of money or value 
and general description of property lost.) 


Bankrupt /or Debtor/. 


State of . 
County of 2s s.. 
fs , the person who subscribed to the foregoing statement 


of affairs, do hereby make solemn oath that the answers therein contained 
are true and complete to the best of my knowledge, information, and belief. 


Bankrupt for Debtor/ 


Subscribed and sworn to before me this day of _ 19 


{Official character./ 
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Form 5 


= Summary of debts and assets 
{From the statements of the debtor in Schedules A and B./ 
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BANKRUPTCY INTERVIEW SHEET 


A. Introductory Information - Preliminary Statement 


OLeAsta ine 


What is your full name (no initials)? | a" No nes 


Ski 9e9 Jones ( TY |) 


2. Have you been known by any other name or Ad 
your name any other way during the past six years? Yes Bex 
No __—sCiIf so, please list all names or SERENE ways of 


signin 
e oe —Weolacs ay pment _ A 


3. List all addresses where you have lived during the 
past six years indicating the months and years during which 
you lived there. (List present address first) 
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Street City County Yeane Year OwneRent 
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4 
e numbers canfyou be reached? L 


oF bare type of work do you do? ] iw. 
UL Naar), Link ou Le } cs 


Clee Ac emmy OU mee employed? Yes no les 
yes, give full name We address of Epa ta KA if 


nl P/ ye ay “ . 7. 10 : 
Ty bd [Ror 


V- How eas PENG: you held your Pe fobs 
Ac 4t-on 


fe yar ded wl} f 
_ oa When are yo paid? Tint / ion 


| 9. Have you been in business by yourself or with 
Otherseduninge th emlastesi xeycans (iia eces =n N Ogee GmVCor 
give names and addresses of business and names of partners, 
ste bay a 


k ; . ee b4<% ee ~ 
2 paw | yy we Hi Qg-lo4 (7 


We t 1705 


ii} ie ote 


10. Are you married? ee 


Separated? Divorce Pending? > | 


{ a : 4 - 
ke (rR 


Doe Liemarriedss whatsise your wife's name? 


—" 


12. Is she employed? Yes >d<“No elec. ee lve 
full name and address of employer. 


3 ans 
lA? lore HOWmLOno elas ssnesheldeher PEE job? 


14. List names, relationship, and ages of all de- 
pendents, and addresses, if different from yours. 


Age Relationship Address 


: at wa) b; 


15. List below all income received during the last 


tis gas cyt Rae Sa et GS ee RS Ce eR, Pere) Fe Pe yn he 
two yeais DYaYVGroecir OF your Spyuse arom any Source. 


16. When and where did you file your Was Gelederaiu, 
state and district income tax returns? 


Date State City Joint with Spouse? 
Yes No 
Federal? Mack Mib 
= Meds [7 - 


{ 
i 


| District: 
}— 


Tienostederalimor statesovndi strictetaxerelurnewa suet ledawit thin 
the past three years, give year and reason for not filing. 


17. What bank accounts have you had during the last 
two years alone or with others? (Give name and address of 
the banks, whether checking or savings accounts, and if the 
account was held jointly with others give their names. 
Indicate any accounts that are still open.) 
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18. Have you had a safe deposit box during the last 
Cwo years?” [i @someeive details, including contents of the 
box 


19, What records or books have been kept relating to 
your affairs during the last two years? 


20. Do you have any property that is not yours and 
you are holding for the benefit and use of someone else 
(Cy ee ED LOnentyanelcminmr ic tmcr your children; property 
you are holding for safekeeping for friends, relatives; 
CCS) (aoc No + If so, please describe. 


21. Have you filed a bankruptcy, or a Wage Earners' 
Plan under Chapter XIII of the Bankruptcy Act, during the 
last 6 years? Necme NO - elt cor bring papers. 


22. Have you ever filed a bankruptcy or Wage Earners' 
Plana it some wren? 


23. Are you presently a party to a pending lawsuit or 
have you been a party to a lawsuit of any kind during the last 


Year! ey coumamENO mee Lives, 


Title of Suit Action Number Name & Location ODE Count 
ee ee UG Se orccattion of Court 
Nature of Suit Result 


24. Have you been involved in any auto accidents 
within the past four years? Yes eo NOP ea Lin Vecmmo ive 
de tama ae 


25. Has any of your property or wage been taken by 
court order (attached or garnished) in the last four months? 


YeSouae NOp Men G Seq mot veedetaiic. 

Creditor Date of Levy ~ Amount 
Court Court Number Paid Over 
EpilesNo. Writ of Execution or Attachment 
fite NO a ee OU Eee CHC 


26. Have you repaid a loan during the past year 
between one year ago and today)? Yes ee NOs seaslibavyes” 
give the following: 


MONTHS IN WHICH WAS PERSON WHO 

PAYMENTS WERE MADE LOANED YOU THE 

(indicate how much MONEY A RELATIVE? 
TO WHOM PAID AMOUNT was paid during Yes No 


(name & address) PAID last. 4 months) — 


Please bring your payment books with you. 


27. Have you sold any of your property, given sub- 
stantial property or cash away, or had property repossessed 
within the last year? ( Includes repossessions, old car 
traded in on new, pledges and assignment made to protect 
NOn GcXeup Geassct Same Des SUremcTedi tor suaren! 1 ctecmonmereat tor 
schedule; sespecially repossessors.) “Yes a) Nowe sliayes.. 
give the following: 


WHAT WAS MONTH OR YEAR WAS SALE OR 
RECE [VED OF GIELSEOTA 
DESGRIPTILONS OF PROPERTY S@IN RETURN?” GIFT OR-SALE SREEATIVE 2? 


28. Did you lose a substantial amount of property or 
money as a result of fire, theft, or gambling during the last 
Vea! COMM ON MEL inyYeoume 1 Vemthe sto llow inp: 


WHAT WAS THE 
VALUE OF THE 
MONEY OR 
WHAT CAUSED PROPERTY MONTH OF 
DESCRIPTIONS OR PROPERTY. JHE LOSS? THAT WAS LOST? THE LOSS 


29. Are you likely to inherit any money within the 
next six months? If so, indicate source and amount. 


B. Liability Information 
ime ciori tyeGlainsce-s (Prelimingn Schedule A-1) 


a. If you employed anyone (such as regular 
employees, cleaning women, gardeners, babysitters) during 


> 
: ral 4 > 
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4 ) ] \ vy v7 
¥ I » 1 : 
j omagedet a ci peer ] e.5 


chill bev) > Adee coltgukeer ii, ( 


int aise stan cs Migs at 


the last three months, do you still owe them wages? Yes 
No + If yes, give name and address of employee, dates 
worked, amount owed, and work done. 


b. Do you owe any taxes to the United States, 
€.@., income: tas, social security taxes withheld for domestic 
nelpyetce eves _.No _ If yes, give the department or 
agency to which the tax is owing, the address of the depart- 
ment or agency, the kind of tax that is owing, and the years 
for which the tax is Owing. 


c. Do you owe any taxes to any states, e.g., 
income, license, sales, etc.? Yes NOP ere lLimyesweciva 
the name of the state and the department or agency therein, 
the address of the department or agency, the kind of tax 
that is owing, and the VGe Ge erOmewi i custh amtyx ats owing. 


d. Do you owe any taxes to a COUN CY ad? Stigicmm 
Orci iy. gcgee,mLeal or parsonal property? Yes = No __ 
If yes, give the name of the county, district, or city, the 
kind of tax that is owing, and the years for which the tax 
is owing. 


e. Besides taxes, do you owe any other money to 
any branch of the United States government Cisne ATi. 
repossessions, or money owed Small Business Administration, 
Sent eer No +~If yes, give the name of the branch, 


its address, the amount owing, and why it is owed. 


£. Do you owe rent to a landlord for any of the 
last three months? Yes ~ No ™ slt yess gives the name sand 
address of the landlord, and the amount owing. 


— 


45 ,0ther Creditors - (Preliminary Schedules A-4 and A-5) 


a. Have you recently tried to pay a debt by 
endorsing to your creditors a check made payable to you? 
VOSS eOMee et Voce o1 voudetaiitas 


b. Have you ever promised to pay someone else's 
debt if he did not pay it? Have you ever cosigned for anyone? 
Yes = No _ =If yes, list name of person(s). 


c. Have you borrowed any money for someone else's 
benefit? Yes No 


C. Asset Information 


1. Real Property - (Preliminary Schedule B-1) 


a. Do you own an interest in real property (land, 
buildings, your own home, or burial plot)? Yes meee NO 


b. Bring in any papers relating to your interest 
in Leal sproper tye (cra. relatinom lonmorteaasea ws decdsuot 
trust, homesteads, title, and title insurance). 


2. Personal Property - (Preliminary schedule B-2) 


a. Do you have any cash on hand (not in banks or 
in savings and loan)? Yes = No If yes, how much? 


1 b. Do you have any stocks or bonds? Yes aa 
No _ If yes, describe and give value. 


c. Do you have any stock in trade (inventory)? 
Yes Nog Blesyes, descimibe andecivesvalue. 


d. List your major appliances (e.g., stove, 
refrigerator, TV, sewing machine, etc.) giving approximate 
age and vaiue (what you could gei for it if you sold it). 
(Indicate by underlining or circling which appliances are 
mortgaged or held under conditional sales contract.) 


e. Give an estimate of the value (what you 
could’ get formsit if youssold it) cf the followins:) (indi-= 
cate by underlining or circling which are mortgaged or held 
under a conditional sales contract) 


All your furniture: 

All your minor appliances: 

All your clothing: 

All your jewelry: 

All your other household goods (e.g., dishes, 
utensilseerood, households tools, toolssnotpusedmins businesss 
etc.): 


i. Havemyousany. DOokS = priiltsoreplCcuresmoOL 
substantial value? @yes™ 3) NO Se if yesrmuindicates value, 


g. Do you have any automobiles or trucks? Yes __ 
NOM Linyes scivesthcehvyear, make, mode wandm tsmva luc 
(what you could sell it for). 
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h. Do you have an interest in or own any machinery, 
tools, or fixtures used in your business or work? Yes 
No _—=~«If yes, describe and give value (what you could sell 
EME Silene), : 


i. Do you own anything else of substantial value 
(en cemmspouts equipment, guns, boats, photographic equipment, 
CLC) ee Yess OMmEe faves tedac cri bee nn give value (what 
VOUS COU lds clauer tron \- 


Oe Otheresources of Money - @reliminary Schedule B-3) 


a. Does anyone owe you any money? MOS a Nes 
If yes, give his name, his address, what for, and how much. 


b. Do you have any insurance policies with a 
cash surrender value? Yes om CNomoL 
Bring the insurance policies, except health insurance poli- 
cies with you. 


c. Are you suing anyone or do you have any 
possible reason for suing someone for injuries or money owed 
to yourself or other members of your family? Yes No 


If yes, be prepared to give details. 


d. Do you have money in a retirement fund where 
se ates SS IN IGE Gey, teGhyestyS inenis ee Gand! asd 
approximate amount. 


e. Have you accumulated vacation time due you? 
Yes __=No If so, indicate amount and approximate 


value. 


f. Have you ever posted a cash bond? Do you 
expect your money to be returned? Yes No ne EE Ee, 
indicate with whom bond posted and amount. 


g- Do you expect to receive an income tax 
refund? Yes No __ If so, indicate amount expected. 


h. Do you have any money deposited anywhere 
(e.g., bank deposits, savings and loan deposits, credit 
union or rental deposit)? Yes poe NO] See Lives, eo ive 
the following: 


WHO HAS THE WHAT WAS WHAT AMOUNT 
DEEOs@ I THEIR ADDRESS DEPOSIT FOR? WAS DEPOSITED? 
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A Revisions, Remainders, and Expectancies - 
(Preliminary Scedule B-4) 


aa Ahem YOU ENCm Dene G tC1 aT veo maces b amvORvOU 
expect to inherit either money or properties in the future? 
Yes ee) NOjemmtigssonmcivemdetat cuancava lies 


b. Do you expect to receive a gift of more than 
a small amount of money or property (e.g., over $5.00) at any 
times in) thesncarsiutu re Yes NOs mil Geycsrbasprcpaned 
to give details. 


c¢. Do you expect to receive a tax refund at the 
end of the year? Yes No _ If yes, estimate the amount 
as best you can. 


one Cit Sia) a 
AS Cal 


ors Are you suing anyone or do you have any possible reason 
for suing someone for injuries or money owed to yourself 
or other members of your family? YES or NO. 


If YES, be prepared to give details. 
ols Do you have any money deposited anywhere (e.g., bank 
deposits, saving and loan deposits, credit union or 


rental deposit)? YES or NO 


If YES, give the following: 


WHO HAS THE THEIR ADDRESS ‘WHAT WAS WHAT AMOUNT 
DEPOSIT DEPOSIT FOR WAS DEPOSITED 


B-4a.Are you the beneficiary of trust or future interest? 
YES or NO. If YES, be prepared to give details. 


>. Do you expect to receive more than a small amount of 
money or property at any time in the near future by way 
of gift? YES OR NO. If YES, be prepared to give details. 


c. Do you expect to receive a tax refund at the end of the 


year? YES or NO. If YES, estimate as bestyyou can the 
amount 
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with your lawyer ae you bring the papers to him, If you 
own your home, list the Peer and the legal description 
(the description that appears on your deed). 

iw Vou. donno. have room on the form to complete the 
information asked for, attach additional sheets sfacene 
necessary. 

Make a Betts or any questions you do not understand 
or cannot fully answer so that you can discuss them with 
your lawyer, 

Take your time, Any debt you do not list will not be 


discharged, Inaccurate or incomplete answers may result in 
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ieee AO AGI Ge x your creditors with names and 

addresses in full. 

2. Any contracts signed by you. 

3. All legal papers regarding any lawsuits either 
brought by you or against you, 

4, All letters from: 

&, Lawyers 

be Collection agencies 

Cc. Finance companies 


ae Other eredi tors, 
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Form 5 


ie Summary of debts and assets te 
/From the statements of the debtor in Schedules A and Bay, 
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Schedule A.... l-a WAC S sawn cin ea see nels oe A ee eee ale Sle 4 
Schedule A.... 1-b(1) Taxes due United States.....-.+.+esees 
el ed Nasee elect?) Pavan TAUe IS LAUGS it GNG oe wee ower he oie 
chedule A.... 1-b(3) Taxes due counties,districts 
and municipalities. ......cceeresesess 
Schedule A.... Il-c(1) Debts due any person, including 


the United States, having 
priority by laws of the United 
States. yer nr AY Se I OE ee coat eo 60 0.0) @ 274 "6° oe oeeneee 


Schedule A..,. ~l=-c(2) Rent having pPriority.....eeceeecereees 
Schedule A.... 2 Secured claims. << jens wes oes ah se neo aie 
Schedule A.... 3 Unsecured claims.....sceerccsccrerores 
Schedule A.... 4 Notes and bills which ought tc 

be paid by other parties thereto..... 
Schedule A.... 5 Accommodation paper...esseecerececcers 


Schedule A, total Pie ere 2 20659 18 o@ ¢ 6 ee 2 8 
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Schedule Be... - Realy es Cate state. arate etm ola holy cies econ sraee ee 
Schedule B.... 2-a Cash! On NANG. sale ofolccw we ein tie elnwes e vielhce es 
Schedule) B.+.e. 25D Negotiable and non- 


negotiable instruments and 
SECUNLELES + soo sass lala ae © es 009 99.9 leis 


Schedule Patents, copyrights, and 
frademarkS. iio see es suk ew ves + 6 erie 
Other personal property..+--+-¢++++-<s 
Debts due on open ACCOUNES...-eeeereee 
Policies of imsurance....-sss--ereeees 
Unliquidated claims......--+-+«s++s+++: 
Deposits of money in banks 

and @lLS@WheLre...ccreeccocsssereserese 
Property in reversion, re- 

mainder, expectancy Or trusSt..+--++--- 
Schedule B..«« 31 Property claimed as exempt..--+++++++- 
Schectilant. 2a. 6 Books, deeds and papeYrsS.....++se+eeees 
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Gchedul@iBa.<. 927° Stock ANPCL Ade «.s es se 'ale sie sis one) a einen ies 9 
Gcheduleap..... 2-6 Household go0ds....ceeceeeecrercccrecs 
ScheduleB....  2-e Books, prints, and pictures......-++:-- : 
Schedule Bo... 2-2 Horses,cows, and other Ania Stes es 
Schegule) Ba... 2-2 Automobiles and other vehicles........ 
Schesulepbe, «2.021 Farming stock and implements.....-..-. 
Scheaulejpec.. 9 92-4 Shipping and shares in vessels.....-.- 
Schedule B.... 2-j Machinery, fixtures, and tools........ 
B 2 
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Schedule B.... 
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Se [$922.10] Perce armor net cor BANKRUPTCY INTERVIEW 
The attorney must be sure that he has all information 
the client can provide without reference to records by the end 
of the first interview, He must also completely explain the 
nature of the bankruptcy remedy and the need for accurate 
information, It is important to analyze facts given in the 
interview ee when PANO OURAN Cer to question the client further 
to discover forgotten or deliberately withheld information. 
When interviewing the client, counsel should cover the 
following points: 
1, general nature of bankruptcy relief (see §9.J.6 )3 
©.) nondischargeabalivy of certain debts cs 
Saeed Mon vem Chl loasupponi.acLOornicy..s fees ordered 
in divorce action (see Bankruptcy iMene “Salyger Cee Ale AGIe 
§35(a)(2)); 
b. taxes except taxes more than 3 years old when no 
Penn enna (Bankruptcy Act §17a(1), 11 USC §35(a)(1)) 
ce, debts created by willful and malicious injuries 
(see Bankruptcy Act §17a(2), 11 USC §35(a)(2)3 Cowans 
§5453-459; Collier Bankruptey Manual 17.03, (1966), here- 
after “eterred to as Collier g ; 
d. Credit obtained by false financial statements or 
fraud (see Bankruptcy Act §17a(2), 11 USC §35(a)(2); Cowans 


§§441-452), 
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Note: | eintorm =the Siet that a finance company can sue 
in state court long after his discharge and claim that he 
has given a false financial EESTI ic IO? otherwise used fraud 
to obtain credit prior to discharge (see §§9.4,48-9.4.,56 iy 
If he is served with any papers,the client should report it 
to his attorney immediately. 

e. conversion (see First Nat'l Bank v Podjin. (1965) 

CIV Ppp de 31 0caeen OMNEIO dss 6 SOeNE coll 260) 

i erOSbus sulve Clisnt forgets to List on his schedules 
(see Bankruptcy Act §17a(3), 11 USC SSE MS Cowans 
§§463-471) 

ge debts “busted, but with improper or inadequate add- 
resses, so that Peete marae ae no notice (Bankruptcy iene 
§17a(3 09 USC) §35(a)(3) ) 

3am | POSSit ble slosesorateschargze (with alimeltetved Op liga 
tions permanently nondischargeable) for- 

a. fraudulent transfers (emphasize ce to be 
nonfraudulent must be for present consideration) (see Bank- 
ruptcy Act §14e(4), 11 USC §32(c) (4) 38 $9.1-140-19) 

b. prior discharge within six years (see Bankruptcy Act 
§14c(5), 11 USC §32(c)(5)3 §9.1.19 ) 

cogefe: lures tovobeysorders of) court in woesenu bankruptcy, 


(Bankruptcy Act §14c(6), 11 USC §32(c)(6)) 
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d. refusal to answer a material question approved by 
the court (Bankruptcy Act §14e(6), iL VeIO® Seeley nde 

Gre Lallurem lor payer neetce sd eu lmenOs Mitr s tT interview, 
or within time set encoun (see Bankruptcy Act §14c(8), 11 
usc §32(c)(8)) 

4, the imnortance of keeping the attorney advised of 
any change of address, oe the client may lose his discnarge 
Dyeraw ine evOne OD Carma U the first meeting of creditors or 
other hearing called by the court (Bankruptcy Act S7a Gu). 

11 USC §24(a)(1)) 

De assets not covered by exemption statutes, (which should 
be pawned, assigned, or otherwise pledged for present value, 
with proceeds deposited in exempt savings and loan associa- 
tions or credit unions or used to pay off secured exempt 
items ){see §§4.3-14 -9.%20) are: 

‘a. bank accounts, which should beclosed, reduced to a 
sntusenl oie or transferred to an exempt savings ane loan 
(seencCP S690 421) 

De waULORWOr Ue oremulan $350 (client SnCuid incveds. 
loan to approximate value) (see ccP §690,2+) 
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d. guns* (one rifle and one shotgun exempt) (CCP 
§690.2) 


e., musical instruments* 
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h. second television set (CCP §690.2) 
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*Untless) tools: of client's trade 

6, friends or relatives who may have cosigned on notes 
for client are not discharged by client's bankruptcy (see 
Bankruptcy Act §16, 11 USC $34; §9,1- 2) 

f. » Under condi tonal sales contract a secured creditor 
can generally repossess property that is note pai dnd ori decoute 
the discharge (but see Glessner v Massey-Ferguson, Inc. (9th 
Cir 1965) 353 Fed 956, when security interst not perfected 
betores4a mont hcspri ore tomlin) 

Gi possible pressure fnomecreditors to havesciicns 
reaffirm his obligations arter discharge (Warn the client me 


say and to sign nothing. Tell him to refer all calls from 


creditors to his lawyer) (see Cowans §893. 
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9. discharge does not automatically take care of any 
pending or future actions on listed debts (Impress upon client 
that _he must come to you immediately if he is served with any 


papers.) (see Bankruptcy Act §lla, 11 USC $29(a); Cowans §§923- 


Hn ben, PBs sy Eee 


ile’ A VME Az 
, 


ft ij 
| : reryend 4 
; i ; 
) 
7 
. tie 
a 7 5 ' } 
, ey ie . 
i. , | | 12 at ote a taady 
8 Ls > Sis ) sp octirnsG SLCMELL hitceaenlido i Gal a 


OLS we a f eae 


tan OF en ‘Tia spiMbae (ES OF rn yo _ 


; | : ( FRB n ti dt 
r . ; . iy 
Pe ee he 

ha spate i a bas 


7 i . 
7 = : — a = 


we eaten ari £4 otod tl.ans: 
“ip aaaaae 2 


ape Collier qq 11.00-11.04; §§9.4.54-9.4. GO) 

10. the Bankruptcy Act provides criminal sanctions for 

ae concealing assets (see Bankruptcy Act Sicily, 
sib Vistek iste eguCiiy ey ake) (iste ore) 

Do emaking a false oath or account at ahy point in the 
bankruptcy proceedings (applies to all-oaths and 6 all sched- 
ules, both asset and Tapio ese Bankruptcy Haw 2s tcte)., 
11 USC §3e(c)(1); 18 USC $152) 

lie weasy, new cred. should be avoided 
Cy [$9.22 ij INSTRUCTING CLIENT ON USE Om INTERVIEW SHEET 

The interview sheet is intended to correlate with the 
Statement of Affairs and the Schedules which must be prepared 
if a determination to seek bankruptcy is made. The questions 
are divided into the categories of the official forms Rie, 
Statement of Affairs, Schedule A-l,etc.) and are stitled 

Preliminary Statement of Affairs, Preliminary Schedule A-1l, 
ete. They are given first ine their entiricy COmL etek Wibee 
reproduction and then in annotated form as a guide to their 
USeG~ ne questions are phrased differently from those on 
the Statement of Affairs and the Schedules since uP Pas: a1 Weve 
Advise le cosascke the client 2 question in more than one way. 
However, the information obtained is that required on the 
official forms, e.g., residence addresses for past Six years, 
income for past two years, nor. 


This form is not a substitute 
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‘for an interview when the schedules are filled in and the 
client signs them, At that time, the initial interview Percre 
mation should be checked against the schedules so that any 
discrepancies can be explained and taken care of, 

Discovering the facts in a bankruptcy case is often 
airficult, Because of the serious consequences of Fe yeneeee 
ment or nonstatement of facts, attention to detail epithe part 
of the attorney and insistence on accuracy, from the client 
ere indispensable to proper counseling. 

The sheet may be used by the attorney interviewing the 
client or may be given to the Cliente toms | tou either at 
the office or at home, (If possible, ty oe advisable for the 
attorney himself to interview the client, since the client 
working alone is much less likely to recali ail of the 
necessary facts. It may be advisable to complete as much 
of the interview sheet as possible at the initial meeting 
and then to give a duplicate copy of the sheet to the client, 
asking him to return the pom let ed sheet to the attorney 
within a set period of time, 

However, the preliminary list. of creditors should 
always be prepared by the client so that if he claims in 
court that he gave the information to the attorney and that 
the attorney neglected to transcribe it properly, the 


attorney will have proof in the client's own handwriting 
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eof the information the client provided. If the interview 

sheet is handed to the elient,it is wise to include the 

following instruction sheet, In all cases the client should 


be furnished with the "Items To Bring to Your Lawyer” list, 


1. [§9.2.12] Sample: Instructions to Client 

All the information asked for on this questionnaire 
is important, Answer every question carefully and completely, 
If the answer to a question is "No" or "None," write that in, 
Leave no question blank, 

User you list your creditors, list all of them, even 
those whom you intend to pay. List their names and addresses 
in full, If a collection agency or lawyer has taken over 
@ debt that you owed to someone else, list the name of your 
rete creditor, the collection agency Liaetndn any 
office of that agency with which you have done business), 
the lawyer, the finance company, and anyone else who rae 
communicated with you about the debt. I you cosigned or 
guaranteed anyone else's note, you must list that debt too. 
ibe aes, aR not know the exact amount thet you owe, list the 
approximate amount and do not estimate too low. 

When you list any property VYOuLOWN sy LLetitrs value at 
what you would be able to sell it for in its used condition, 
not what you paid for it new. If you are not sure of the 


value, Jist an approximate figure and discuss the matter 
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December 10, 19604 


Mississippi & Alabama Relief Committee 
803 Florida Avenue N.W. 
Washington, D.C, 


To Whom It May Concern: 


My name is Mr. William Hutson, owner of the Tiki Island 
Cocktail Lounge, 3743 South Western Avenue, Los Angeles, 
California. 


P.E. Miles, a representative of your Committee, held two 
promotion dinners for the Mississippi & Alabama Relief 
Committee in my establishment and paid for same with checks 
written on your bank account. The checks were returned. 
Enclosed you will find a photostatic copy of the checks. 


Mr. Miles is no longer in Los Angeles and cannot be located. 
| would like to be reimbursed for my money, and would like 


a reply from you before taking legal action. 


Yours truly, 


William Hutson 
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Re‘ urned by . 


Industrial Bank of Washington 


Corner 11th and twa Sts. N. W. 
Washington, D. C. 


Account ‘attached 

Account closed 

Altered 

Date 

Drawer deceased 

Drawer in hands of Receivers 
Drawn against uncollected items 


Endorsement 


Bank stamp 

Endorse exactly as drawn 
Guarantee of endorsement 
Lliegible 

Ink endorsement required 
Missing 

Signature to receipt 


Personal endorsement of each _ 
Pavee (These endorsements appear to 
have been written by same hand) 


Witness to mark 

Pobunge 

Improperly drawn 

Listed at } should be $ 

No sucn account 

No advice 

No domestic advice 

No forelen advice 

Not properly receipted 

Exceeds drawer’s balance 
Passbouok must accompany check 
Payment stupped 

Savings account not subject to check 
. Sent in error 


Imprope: ly signed 
Misaing 

More than one required 
No authority to sign 
Unsatisfactory 
Incomplete 
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